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i gruunifrirk for a transformation of the European 
i wiH fee land in the next few months, as 
with pa enti&J new members from Eastern Europe, 
" ) existing states choose the founder members of 
E planned rate currency. At the outset of the UK's 
lonth Dfkdency ofthe EU, a special 8-page 
/in Monday's FT surveys the challenges 
[ the Union at this historic lime. 



WORLLNEWS 

New \ear killing 
piiits N Ireland 
peace piocess 
at seriout. risk > 

Northern Ireland's pe^e process 
WaS under intense pre&ure last 
night after a Catholic wt* mar . 
dered in North Belfast omfew 
Year's eve. Responsibility ** the 
kilting was claimed by the out- 
lawed Loyalist Volunteer Fore* 
whose leader, Billy Wright, diet 
last week at the hands of an out 
lawed republican terror group. 
The LVF warned the latest attack 
would not be the last Page 8 

ISO die In Bunmdl attack 

Burundi's Tutsi-dominated army 
is hunting Hutu rebels who killed 
at least 150 people in an attack 
on a village and military camp 
near Bujumbura airport Page 2 

Mnlster threatens to quit 

Israeli foreign minister David 
Levy said he would resign if 
prime minister Benjamin Netan- 
yahu’s austerity budget was 
adopted. Page 2 

Nad gold hunt turns to Franca 

US lawyers trying to retrieve 
“Nazi gold” looted from Holo- 
caust victims and their families 
are making inquiries in France. 

A US class action has been 
launched on behalf two French- 
born Jews in New York. Page 2 

Immigrant boat adrift 

A ship carrying hundreds of 
Kurds and others but no captain 
was intercepted off Italy. It 
arrived a day after President 
Oscar Luigi Scalfaro said Italy 
was “wide open" to immigrants. 

China facing ‘crucial' year 

Chinese president Jiang Zemin 
said 1988 would be a "crucial 
year* for implementing tasks set 
out during September's Commu- 
nist Party congress - mainly 
reforms aimed at revamping the 
lumbering state sector. China 
voices fears of Asian crisis. Page 
3; Difficult year ahead. Page 6 

CUnton delay* Asia trip 

President Bill Clinton is postpon- 
ing a February visit to India and 
Pakistan because of political tur- 
moil there. 

Katmady kJBed while skiing 

Michael Kennedy, 39-year-old son 
of murdered US senator Robert 
Kennedy, died in a skiing acci- 
dent on New Year's eve near a 
Colorado mountain resort Page 2 

P aH ao n attempt launched 

American Steve Fossett headed 
ova* the Atlantic towards Europe 
in his “Solo Spirit" balloon on his 
third attempt at a nan-stop 
round-the-world flight. 


BUSINESS NEWS 


LiM-pdii, nwft gain 

US scientists at Abbott Laborato- 
ries. Illinois, have discovered a 
noEMddictive pain killer as 
pote&t as morphine, says a report 
in tsi weekly Journal Science. 


Jortaxian village mayor Sheikh 
Bad! Rsheid al-Yahya Bani Sakhr 
is threatening legal action to 
make US president BUI Clinton 
change the name of his new dog 
Buddy, pronounced Badi in Ara- 
bic. “My tribespeople have 
started pointing at me in the 
market railing me ‘Clinton's 
Dog."* he said. 


Markets 


Gan sells off 
UK arm for 
$495m ahead 
of flotation 

Life Assurance Holding 
Corporation, a UK-based fund 
established to purchase troubled 
insurance businesses, has agreed 
to buy the UK arm of Gan, the 
state-owned French insurer, in a 
deal worth about £300m ($4S6m). 
The purchase should clear the 
way for the privatisation of the 
French parent company. Page 9 

Mexico, Switzerland. Italy and 
tie US ended 1997 as the best 
pef orming of the larger equity 
markets in dollar terms. The 
bencimark ET/S&P World index 
rose 2 per cent overall ova: the 
year depute the Asian crisis. 

Page 9; famoniic forecasts, 

Page 6; Wcrld stocks, Page 24 

Zurich Grouo, Switzerland’s 
largest insurance company, says 
it has complete! the formation of 
New York-based Scudder Kemper 
Investments, an investment 
group with more than jEOObo in 
assets under management, set up 
as the result of Zurich Group's 
S2.4bn acquisition of Scedder, 
Stevens & Claris. Page 10 

Ha m h ro * Bank bonds divirion 
employees will receive a share in 
the proceeds when it is sold by 
Soctefe G£n£rale, the French 
bank which acquired the unit 
when it bought the whole of UK- 
based Hambras’ banking 
operations last month far £30Qm 
(S495m). Page 11 ; Bonds, Page 12 

BFT Plastics, a family-owned 
UK company based in Northern 
Ireland, has teamed up with 
Krupp Kautex, part of Germany's 
Krupp Hoescfa Steel stood, to 
make plastic pallets which could 
ultimately replace the tens of 
millions of wooden pallets used 
around the world. Page 11 

Swmal UK construction groups 
including Tarmac and Balfour 
Beatty have discussed taking 
small equity stakes in London 
Continental Railways, the 
company awarded the concession 
to build the $9bn high-speed rail 
link between London and the 
Channel Tunnel Page 11 

DaimlwBenz will keep its 
books in euros Instead of 
D-marks as soon as the planned 
single currency is introduced 
next year, company chief 
Juergen Schrempp was quoted as 
saying by the Stuttgarter Nachrt- 
cfaten newspaper 

Stamen* and Motorola, the 
German and US electronics 
groups, are to extend their 
partnership by building a pilot 
plant in Dresden, east Germany, 
to develop computer chip 
production. Page 10 

Egypt** oil production fell 1.4 per 
cent to 31.3 million tonnes in the 
first nine months or 1997 
compared with the same period 
the year before, the country’s 
public oil authority said. 
Commmodities, Page 14 

Ac*r, the Taiwanese computer 
concern, said the falling Taiwan 
dollar would buoy earning s for 
1997 despite steep losses at TI- 
Acer, its memory chip-making 
joint venture with Texas Instru- 
ments of the US. Page 9 
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US banks to 
suggest Korea 
debt overhaul 


i'rr.' 


By John Authors In New York 
and John Burton In Seoul 

A group of the largest US banks 
is preparing a long-term plan to 
restructure South Korea's debt 
which they hope to present to the 
Seoul government at the begin- 
ning of next week. They are con- 
fident that the current roll-over 
of 30-day debt can be completed, 
and that they can persuade 
Korea to issue longer-term debt 
at the current high market rates 
of interest. 

The moves come as South 
Korea is braced far a wave of 
bankruptcies as early as tomor- 
row, when the Seoul stock mar- 
ket reopens at the end of the New 
Year holiday. Companies are 
struggling to settle year-end 
accounts amid a severe credit 
crunch. 

Mare than ioo Korean compa- 
nies were estimated to be threat- 
ened by possible bankruptcy if 
they were unable to meet $L5bn 
in payments on bond issues due 
by the year-end. The companies 
had problems raising capital 
before the holiday as investors 
demanded high yields on new 
bond issues and banks reduced 
lending to meet capital adequacy 
levels demanded by the IMF. 

“The truth is that almost no 
group is safe unless they restruc- 
ture,” said Richard', Wallace, equi- 
ties head for Dresdner Klein wort 
Benson in Seoul ‘'Most compa- 
nies are under threat if interest 
rates stay at 30 per cent,” which 
is nearly five times the inflation 
rate." 

Despite the alarm in Korea. US 
banks seemed confident that the 
country's immediate liquidity 
problems had been addressed. 


although this bad proved to be a 
“huge job". 

The next priority is to agree a 
longer-term plan by the end of 
this month. As one banker put it 
“Everyone really hates the idea 
of rolling ttiia thing 1 over again. 
By the end of January, some- 
thing's got to happen." 

Talks »mnng the banks, led by 
Chase Manhattan, Citicorp and 
JP Morgan, are stm at a fluid 
stage. Chase and Citicorp took 
the lead in organising the 
short-term roll-over, while JP 
Morgan has drawn up a 
long-term plan which would see 
the Korean government imming 
more than $l5bn in new secur- 
ities, extending far one, five and 
10 years. 

Bankers said it was in the Kor- 
ean government's best interests 
to borrow at current market 
rates, even though these have 
risen by several percentage 
points since the nation's sover- 
eign debt was downgraded to 
junk bond status by Moody’s and 
Standard & Poor's, the leading 
rating agencies. 

One banker said: “They are 
going to need more money. 
Where are they going to get it? 
The only place it seems to me 
they can get It is the markets.” 

Same bankers within the group 
expressed reservations about the 
publicity which the JP Morgan 
plan has already received, and 
tried to play down suggestions 
that they were putting pressure 
on the Korean government before 
a formal proposal had been 
agreed. 


Uncomfortable questions. Page 3 
Difficult year ahead. Page 8 
- Lea, Page 8 


Kenya’s Moi set 
for election win 


By Michels Wrong in Nairobi 

President Daniel arap Mol was 
yesterday cruising to a comfort- 
able win in Kenya's multi-party 
elections as a divided opposition 
cried ftml and blamed a predicta- 
bly disappointing performance 
on ballot rigging. 

In a scenario reminiscent of 
the 1992 polls, the election 
appeared to have been lost by an 
opposition split along tribal lines 
rather than convincingly won by 
Mr Moi, who was emerging with 
a minority of the national vote. 

Unofficial results Issued by 
state and privately owned media 
for the poll, which many Ken- 
yans regard as the worst organ- 
ised in the country's history, 
were conflicting: 

But all showed Mr Mol well 
ahead of his 13 challengers and 
pointed to the head of state even- 
tually surpassing his 1992 score 
by winning at least 25 per cent 
in six of Kenya's eight provinces. 
To avoid a run-off, the leading 
candidate must pass the 25 per 
cent m ark i n five provinces. 

The KIN television channel 
said that with 150 out of 210 
constituencies counted Mr Moi, 
of the Kenya African National 
Union (Kano), had 1.76m votes 


Inside 


against 1.39m for Mwai Klhaki, 
head of the Democratic party 
and a representative of Kikuyu, 
tiie largest tribe. Rails Odfnga, 
of the Luo ethnic group, was 
third while Charity Ngilu, Ken- 
ya’s first woman contender, was 
running fifth behind Michael 
Wamalwa, head of Ford-Kenya 
and a member of the Lnhya 
grouping. 

Had opposition leaders suc- 
ceeded in setting aside mutual 
suspicions and struck an alli- 
ance, it was clear they could 
have beaten Mr Mol 

Belatedly, they were showing 
signs of forging a common 
stance, with Mr Kibaki, Mr 
Odinga and Mr Wamalwa issuing 
a rare joint statement warning 
they would not accept rigged 
elections. One future compensa- 
tion may lie in a strong parlia- 
mentary presence, as prelimi- 
nary results showed the 
combined weight of opposition 
seats ou ts tr i pp in g Kano’s share. 

Observers have criticised the 
Electoral Commission’s incompe- 
tence but the danger that the 
entire vote might be dismissed 
as meaningless appeared to be 
receding yesterday. 

Hunt far rebels. Page 2 
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Baby Bells may enter long-distance market 


Court ruling undermines 
US telecoms deregulation 


By Mark Suzman in Washington 

The US Federal Communications 
Commission and US long- 
distance telephone companies 
reacted with dismay yesterday to 
a federal judge's ruling striking 
down key parts of a 1996 law 
aimed at deregulating the tele- 
communications industry. 

The ruling, If upheld, would 
prevent the FCC from restricting 
the right of the five so-called 
*“Baby Bell" local ' telephone, 
monopolies to offer long-distance 
services. 

The FCC’s strategy for achiev- 
ing deregulation has been to 
allow the Baby Bells access to 
the long-distance market only if 
they allow fair access to new 
competitors in their markets. The 
Baby Bells are big regional tele- 
phone companies that were for- 
merly part of the AT&T system 
broken up under court supervi- 
sion in 1984. 

William Kennard, FCC c hair - 
man, said: "I am extremely con- 
cerned about what seems to be a 
court's invalidation of much that 


Congress, this Commission and 
the affected phone companies 
have done to bring consumers 
the benefits of competition.” 

AT&T, now the biggest US 
long-distance operator, called the 
decision "clearly erroneous". 

However, SBC Communica- 
tions, the Texas-based company 
that brought the case, bailed the 
decision as a victory for consum- 
ers and said it would press ahead 
with plans to offer long-distance 
serves as soon as possible. - 

The dedsfpm is the latest blow 
to the. 1996 Telecommunications 
Act, which Vas intended to 
deregulate phone markets and 
usher in an era of greater comp- 
etition and cheaper services. 
However, progress has been very 
slow and long-distance compa- 
nies such as AT&T and MCI Com- 
munications, which have been 
struggling to establish them- 
selves in local markets, say the 
Baby Bells are abusing their 
monopolies to prevent consumers 
from switching services easily. 

Regulators have broadly con- 
curred with such charges, and so 


far the FCC has rejected applic- 
ations by three Baby Bells - 
Amerttech, BellSouth arid SBC - 
to offer such services on the 
grounds that they have not met a 
14-point checklist in the act 
designed to ensure full and fair 
competition in local markets. 

. However, Judge Joe Kendall, 
presiding over the case in Wich- 
ita Falls, Texas, struck down the 
section of the law that contains 
the checklist on the grounds that 
it unfairly singled- tint the Baby 
Bells while allowing smaller com- 
petitors to enter the long-distance 
market The Judge also called the 
checklist “extremely onerous”. 

The decision marks the second 
big court case the FCC has lost in 
recent months. Last year, a sep- 
arate court struck down the Com- 
mission's powers to help regulate 
the prices that Baby Brils are 
required to charge competitors 
for access to their networks. The 
FCC has appealed that ruling to 
the US Supreme Court 

Ring in the new, Page 7 
Lex, Page 8 
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Holocaust reckoning for Vichy banks 


By John Authors in 
New York and 
David Owen in Paris 

US lawyers trying to retrieve 
so-called "Nazi gold** looted 
from Holocaust victims and 
their families have widened 
their search to France. 

A class action suit has 
been filed in New York on 
behalf of Femande Bodner 
anrf Anna Zajdenberg, two 
Jews bom in France and 
now resident in New York, 
whose family's assets were 
confiscated during the sec- 
ond world war and have 
never been returned. 


Burundi 
army in 
hunt for 
rebels 


Buru n di's Tutsi-dominated 
army is hunting a group of 
at least 1,000 Hutu rebels 
who killed 150 people in an 
attack on a village and mili- 
tary camp near Bujumbura 
airport yesterday, a senior 
commander said, Reuters 
reports. 

Colonel Jean-Bosco Dara- 
dangwe said the army had 
stepped up operations 
against the rebels, who 
attacked at 4am. One soldier 
and 30 rebels had been 
killed. 

He said the rebels had 
attacked as part of a broader 
strategy to destabilise gov- 
ernments in Burundi. 
Rwanda and Congo (for- 
merly Zaire) and were pillag- 
ing villages as they 
retreated. 

“They are attacking any- 
thing on their way out They 
are killing indisc riminately , 
be it Hutu or Tutsi, [andl are 
forcefully taking people with 
them as they retreat" 

Burundi has been crippled 
by periodic ethnic massacres 
since independence in 1962, 
forcing hundreds of thou- 
sands of people to flee as ref- 
ugees. 

Ethnic Hutus are believed 
to make up about 85 per cent 
of the population in Burundi 
and neighbouring Rwanda. j 
The Tutsis make up less | 
than 15 per cent 

Col Daradangwe said the 
rebels came from Congo and 
Rwanda to reinforce their 
comrades in Burundi, who 
have been fighting a guer- 
rilla war since 1993. The Tut- 
si-dominated armies of i 
Rwanda and Burundi helped 
Laurent Kabila to power 
after his forces toppled Mob- 
utu Sese Seko in the former 
Zaire last year. 

State radio in Rwanda, 
where Hutus waged a pe no- 
tidal war against Tutsis in 
1994 in which an estimated 
800.000 Tutsis were s laugh- , 
tered, said the rebel force 
caused mayhem as it 
retreated after a battle with 
Burundi's army. 

The radio, quoting Burun- 
dian officials, said shells 
landed at Bujumbura airport 
during the fighting which 
caused panic in the lakeside 
city. 

Burundi's Hutu rebel 
group, the National Council 
for the Defence of Democ- 
racy. was founded by Leo- 
nard Nyangoma, a former 
Interior minister. 

It says it represents the 
country’s Hutu majority and 
has set up its own clandes- 
tine local government com- 
plete with an administration 
and tax-collecting powers in 
some parts of Burundi, 
according to army officials. 

Regional military sources 
say Mr Nyangoma has 
clinched alliances with 
Rwandan Hutu rebels, for- 
mer Zaire government 
troops and Mai-Mal tradi- 
tional warriors from Congo's 
Kivu region. 
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Nine international banks 
which had operations in 
France under the wartime 
Vichy regime, including Bar- 
clays of the UK, Credit Lyon- 
nais, Society G£n£rale and 
Banque Paribas, are accused 
In the law suit It says that 
they collaborated with the 
Nazis and Vichy authorities 
in "systematically plunder- 
ing cash, gold, foreign 
e x cha n ge, securities, jewel- 
lery, art, treasures! busi- 
nesses and equipment". 

It claims: "The French 
banks continue to hold sig- 
nificant records and assets 
of Holocaust victims and 


survivors for which they 
have not given an adequate 

accounting." 

According to Kenneth 
Medallion, the attorney lead- 
ing the suit a key aim of the 
action is to allow a full 
accounting of the records 
which he says are in the pos- 
session of the banks. How- 
ever, neither the lawyers 
br inging the action nor the 
French banks themselves, 
seem clear on where the 
assets would now be. 

Swiss banks, which have 
been under investigation for 
more than two years an the 
Issue of Holocaust victims’ 


accounts, bave unusually 
lenient banking laws which 
allow accounts to remain 
dormant for an unlimited 
time without being turned 
over to the state. France has 
rules requiring that 
accounts dormant for more 
than 10 years and safety 
deposit boxes dormant for 
more than 30 years be trans- 
ferred to the Caisse des 
Depots et Consignations, a 
state-controlled financial 
institution. But this law has 
only been In place since 
1967. 

Robert de Bruin, a repre- 
sentative of the French 


Bankers' Association, said 
laws enacted by the Vichy 
government called for banks 
to transfer identified Jewish 
assets to the Caisse, 
although it was possible - 
banks had not complied with 
this de man d in all cases. 

Mr de Bruin said the 
French banking community 
had started “In -depth Inves- 
tigations” almost a year ago 
and some results were expec- 
ted during 1996. 

Pierre Saragousst adviser 
to the director-general at the 
Caisse, said yesterday the 
French situation was "very 
different from Switzerland” 


because steps had been 
taken to return assets 
almost Immediately after 
Paris was liberated in 
August 1944. "There have 
been a lot of repayments," 
he said, although figures 
would only be available later 
this year. 

According to the allega- 
tions lodged in New York, 
the French banking Industry 
"actually anticipated the 
promulgation of French laws 
and regulations that froze 
the assets of Jews”, and 
began blocking withdrawals 
from Jewish accounts before 
they were required to do so. 


Forces that forge Israel-Turkey ties 

Judy Dempsey on a relationship to be sealed by military exercises next week 

A relationship which For Israel, the exercises will make it more difficult to 
started covertly dur- are the tiimav of a strategy break,” Mr Nachmani said, 
ing the 1950s comes developed during the 1950s Such a relationship 


A relationship which 
started covertly dur- 
ing the 1950s comes 
out into the open next week 
when for the first time Israel 
and Turkey hold joint mili- 
tary exercises alongside the 
i US in the eastern Mediterra- 
nean. 

The exercises have already 
been criticised by Egypt, 
Syria and Iran, which tiarm 
they threaten security in the 
region. 

But for Israeli and Turkish 
officials, they will provide a 
chance to cement a relation- 
ship built on military and 
economic co-operation. Par- 
ticipation by the US. say dip- 
lomats, will provide a stamp 
of approval for such ties in a 
region in which Turkey feels 
increasingly isolated from its 
Arab neighbours because of 
its relations with the Jewish 
state. 

They add that the exer- 
cises signal Turkey's ability 
to rely on the US. Washing- 
ton has become Turkey's 
leading western ally, notably 
since Ankara failed in its bid 
to be invited to start mem- 
bership negotiations with 
the European Union. “Above 
all, it shows the makings of 
a new balance of power in 
this part of the Middle East, 
shaped by the US. Israel and 
Turkey.” a diplomat added. 


For Israel, the exercises 
are the climax of a strategy 
developed during the 1950s 
by David Ben-Gurion, Israel’s 
first prime minister. He 
wanted to forge ties with 
Turkey. Iran and Ethiopia, 
non-Arab states in the 
region. When the Shah of 
Iran was overthrown in 1979 
and Ethiopia slipped into 
chaos, links with Turkey 
became even more vital. 

"Turkey, at that time, 
always treated Israel as a 
kind of mistress because of 
fear of an Arab backlash,” 
said Amlkan Nachmani, a 
political scientist at Tel Aviv 
University. "This changed 
once the peace process 
started in the early 1990s. 
Everything has since become 
open.” 

Military and economic ties 
have blossomed. Israel won a 
|650m contract to upgrade 
Turkey's 54 F-4 Phantom 
fighters and will provide 
Ankara with military intelli- 
gence equipment. Earlier 
this week, Turkey awarded 
Israel a $75 m contract to 
upgrade 48 F-5 fighter jets. 

Trade is expected to reach 
$lbn in 1998. with Israel pro- 
viding technology and elec- 
tronics and Turkey raw 
materials. "The relationship 
stands on two legs now - 
militar y and ci vilian. This 
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will make it more difficult to 
break,” Mr Nachmani said. 

Such a relationship 
between a Jewish and a Mos- 
lem state may seem puz- 
zling. But at its core is both 
countries' fear of Iran, one 
which drove Shimon Peres. 
Israel's former prime minis- 
ter, to strengthen ties with 
Ankara. 

"Peres had one overriding 
concern,” an Israeli govern- 
ment official said. "He 
wanted the secular wing in 
Turkey to prevail. He 
wanted the Islamic influence 
to weaken. And he wanted 
the European Union to open 
its doors to Turkey and lock 
it into Europe. Deep down 
was his fear of Iran.” 

J ust as important for 
Israel was the need to 
use its relationship with 
Turkey to exert its influence 
in the central Asia republics, 
again with the aim of 
improving access to raw 
material, especially energy, 
and building alliances to 
counter Iran's influence. 
"We wanted to use Turkey's 
Interests in the region to 
draw these republics into the 
Israel-Turkey club,” explains 
aD Israeli official. 

Since the collapse of the 
Soviet Union in 1991, Israel 
bas been trying to achieve 
such a goal It quickly estab- 
lished full diplomatic rela- 
tions with Uzbekistan. Turk- 
menistan. Tajikistan, 
Kyrgyzstan and. Azerbaijan 
and Armenia. 

The US and Israel are sep- 
arately working on seven 
farm projects in Uzbekistan, 
Kazakhstan and Kyrgyzstan 
to establish a US-Israeli pres- 
ence in the region and tie 
these republics to Turkey. 
Israel has also been lobbying 
Congress to lift Amendment 
907 investment curbs, 
imposed during the Azerbai- 
jan-Armenia conflict 



An Israeli policeman removes an Iraqi flag raised in east 
Jerusalem yesterday by Palestinian protesters *um 


The peace process was the- 
catalyst that persuaded Tur- 
key to go public with the 
relationship. "We could do 
no wrong in the mid-1990s,” 
an Israeli official said. 
"Because of the peace pro- 
cess, many doors opened for 
us.” But Israeli and Turkish 
officials admit the stalemate 
in the peace process has not 
helped the relationship. A 
Turkish diplomat puts it this 
way: “The Arab states don’t 
like what we are doing with 
Israel because the negotia- 
tions with the Pales tinians 
are going nowhere.” 

Turkey vows not to be 
swayed away from the rela- 
tionship with Israel. "We 
will not be Intimidated,” a 
Turkish diplomat says. This 


commitment was demon- 
strated at the recent Islamic 
Conference in Tehran: Turk- 
ish officials walked out of a 
session when its ties with 
Israel were criticised. 

But Israel cannot take 
Ankara’s unconditional sup- 
port for granted. Sections of 
Turkish public opinion are 
growing critical of Israel’s 
treatment of the Palestin- 
ians. 

“The failure of the peace 
process could ftiel elements 
in Turkey opposed to rela- 
tion*: with Israel," an Israeli 
official admits. "That is why 
further deepening of our ties 
with Turkey depends on how 
the peace process develops. 
We canno t pretend other- 


German clash as telecom market opens 


By Andrew Fisher 
in Frankfurt 

The first day or Full 
competition in the European 
telecommunications market 
was marked by a clash in 
Germany between Deutsche 
Telekom and one of its main 
rivals, which accused it of 
over-charging for routing 
calls through its network. 

The liberalised European 
market will allow full com- 
petition In fixed and mobile 
telephony, both voice and 
data, and full foreign owner- 
ship of national carriers. 

In Germany, o.teLo. owned 
by industrial groups Veba 
and RWE. bas written to 
Klaus-Dieter Scheurle, bead 
of the new German regula- 
tory agency for telecommu- 
nications. asking him to stop 
Deutsche Telekom imposing 


such a "high” routing 
charge. 

The company said the one- 
off charge of DM85 (S48), 
before value-added tax, to 
subscribers dialling via the 
Deutsche Telekom network 
to use the long-distance and 
international services of 
another carrier was not jus- 
tified by the costs. It added 
that corresponding fees in 
the deregulated US and UK 
markets were far lower. 

Deutsche Telekom, which 
did not confirm the size of 
Its “pre-selection" charge, 
denied it would distort com- 
petition. It said the costs of 
administration and software 
for its computers to route 
calls to a competing carrier 
justified the fee. 

The issue will be an early 
test for Mr Scheurle. who 
confirmed on Bavarian tele- 


vision that Deutsche Tele- 
kom had applied for permis- 
sion to levy a charge on sub- 
scribers signing contracts for 
competitors' services. The 
fee would not affect those 
making occasional calls with 
other telecoms companies. 

The regulatory agency- 
said it would examine the 
issue but bad no immediate 
comment on o.tel.o’s com- 
plaint 

Deutsche Telekom said it 
was normal practice in the 
US for the pre-selection 
charge to be paid by the 
alternative carrier chosen by 
the subscriber and this 
would probably also be the 
case in Germany. As a 
result, subscribers would not 
face extra costs. 

The dispute is further evi- 
dence of the aggressive spirit 
sweeping through the fully 


liberalised German telecoms 
sector. To combat the 
cheaper services of its rivals, 
Deutsche Telekom, which is 
majority-owned by the gov- 
ernment. last month 
announced sharp cuts in 
prices for long-distance and 
foreign calls, where It faces 
the stiff est competition. 

Deutsche Telekom is also 
furious at the regulator’s 
decision to set what it 
regards as unfairly low 
prices for interconnections 
between its network and 
those of rivals. It is challeng- 
ing this in court. 

• The Spanish government 
has set out the conditions 
for a third company to enter 
the basic telephone market, 
up to now a monopoly of the 
Telefonica group, David 
White reports from Madrid. 

This year's tender for the 


third operator is being pre- 
pared just as the second 
operator. Retevisidn, readies 
itself to start advertising its 
services next week. 

The new competitor will 
be required to invest 
PtalOObn (8660m) over five 
years, and 30 per cent of the 
total in the first year. The 
government said it would 
give priority consideration 
to plans for job creation and 
regional services. 

Likely bidders include 
Cableuropa, a cable televi- 
sion company whose main 
shareholder is a US consor- 
tium including GE Capital 
Services. France Telecom is 
also expected to be in the 
running after losing its bid 
last year in conjunction with 
Sprint, the US carrier, for 
control of Retevisi6n. 
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Revealing Romania’s shameful past 


Anatol Lieven on a fight over communist 
files, eight years after the revolution 


C onstantin Ticu Dumitrescu 
has been a member of the 
Romanian Senate for five 
years, but his memories of the sen- 
ate building go back further than 
that After his arrest by the Securi- 
tate, the communist secret police, in 
1947. be spent months imprisoned in 
the cellars of the building, then the 
Interior ministry - part of 11 years 
be spent In Jail for his work for the 
National Peasants’ party. 

Today. Mr Dumitrescu says, even 
as a senator he cannot get permis- 
sion to visit his former celt: "They 
say that the cellars and tunnels are 
now military property, and a mili- 
tary secret” He uses this anecdote 
to reinforce his argument about the 
layers of opacity which he says still 
cover the truth both about past 
Securitate activities and the continu- 
ing power of former Securitate mem- 
bers in Romania today. 

As head of the Association of Polit- 
ical Prisoners, Mr Dumitrescu has 
introduced a law to the Senate 
which would allow people access to 


their own Securitate files. It would 
also introduce screening of public 
figures to establish if they were 
Securitate agents or informers, with 
right of judicial appeal. 

"We need moral therapy in this 
country,” Mr Dumitrescu argues. 
“All the people who were Securitate 
informers are not clean and free. 
They can be manipulated by their 
former masters. So the real point Is 
not what happened under commu- 
nism. it is the danger today." 

The move comes more than five 
years after such laws were intro- 
duced in other former communist 
countries. The results everywhere 
were controversial, but the process 
in Romania may be the mast bitter 
of them all - If it ever happens. 

For most of the period since the 
Christmas revolution of 1989 
Romania was governed by the 
administration of President Ion 
Diescu, drawn overwhe lming l y from 
the former senior co mmunis t elite. 
Thousands of former Securitate offi- 
cers passed straight into the “new" 


domestic intelligence service, the 
SRI. According to western diplo- 
mats, the initial capital for most new 
Romanian businesses in 1990-92 was 
also drawn from the secret foreign 
bank accounts of the Securitate, 
which controlled much of commu- 
nist Romania's trade. 

The Securitate was also simply 
nastier than any other east Euro- 
pean secret police except Albania's, 
it was also the only force to fight 
hard at the beginning against revo- 
lution in December 1989. Above all, 
it was ubiquitous even by commu- 
nist standards. By some accounts, 
one in four adult Romanians gave 
information tD the secret police at 
one time or another. 

The Peasants’ party won election 
last year on a platform of bringing 
out the truth about the Securitate. it 
became the leading force In the new 
reformist administration of its 
leader. President Emil Constanti- 
nescu. Mr Dumitrescu Is leading the 
fight to keep the party and govern- 
ment to their word - and making 
himself very unpopular in the pro- 
cess. Government representatives 
say that changes to his draft are 
necessary to protect the innocent 
from false accusations. Mr Dumi- 


trescu has accused members of the 
government and party leadership of 
trying to smother his law because 
they have something to hide. In 
October he was suspended from the 
party for "indiscipline". 

Mr Domitrescu's critics say that if 
mishandled, the files could do terri- 
ble damage. Nicolae lonescu-Gal- 
beni, chairman of the committee on 
the Securitate in the National 
Assembly, the lower house of parlia- 
ment, said: “Fran 1989 to 1996. up to 
100,000 files are estimated to have 
disappeared. Who has them now? 
More may have been forged, and it 
will be very difficult to prove which 
are genuine. It makes the whole pro- 
cess very dangerous.” 

Mr Galbeni also argued that there 
was a risk not just of political black- 
mail and harm to innocent individu- 
als but to national confidence and 
pride: There is a danger that impor- 
tant institutions like the Orthodox 
Church will be cast In a bad light" 
In his words, “ Many leading church 
officials may indeed have been 
forced to collaborate with the Securi- 
tate; but most did so in order that 
the church itself should survive. 
Who can judge now what would 
have been best?” 


NEWS DIGEST . 


Nevada leads 
US growth 

Nevada was the Easiest growing state in the US ftthe 
12th consecutive year In 1997, mainly because of « rapid 
growth of Las Vegas, according to new populalio 
estimates. 

According to the Census Department, the Las.egas 
population has grown by more than 40 per cent *>ce 1990 
to over 1.2m, making it by for the fastest growin city in 
the US. Nine other towns, nearly all in southenand 
western states, expanded by more than 20 per cat over 
the same period. 

However, the data also show that large metroolitan 
areas such as New York. Chicago and Las Angies are 
growing swiftly, fuelled by a surge in immigraton. The 
greater New York metropolitan area remains jtie biggest 
In the country with just under 20m people. I 

Los Angeles is second with a population of 155m a nd 
Chicago third at 8£m. Mark Suzman, Washington 

■ ISRAELI BUDGET \ 

Netanyahu gives ground 

Israel's governing coalition partners were yesterday 
extracting further concessions from Benjamin Net-° ) yahu - 
the prime minister. In return for supporting 
originally aimed at reducing the government de* 0 * to — 4 
per cent of gross domestic product 

The concessions ranged from increasing expenditure by 
at least ShkSOOm ($142m) for the yeshxvot, tb relipous 
schools, to building new by-pass roads at a-*® 1 of 
Shkl70m for Jewish settlers in the occupi^ West Dank. 

David Levy, the foreign minister, agal 1 ™ rea ^ De “ *° 
resign yesterday if spending 'for the he*** 1 service and 
development towns was cut In all. fir- 006 . 

officials said Mr Netanyahu has prtn^sed at least Shklbn 
to all the pressure groups within tN government, 
promises which undermine attem -ts by Y^akov Nee man . 
the finance minister, to cut this -ear’s expenditure by 

S hirt flhn. 

It is unclear how long Mr N eman - who is not affili a t ed 
to any political party , will ly a Me to with s ta n d political 
hiaoirmi.il from coalition partners who threaten to quit 
the government if spendi*£ is cut. Mr Netanyahu’s 
concessions expose the weakness of a government which 
depends on a diverse goup of parties whose main interest 
is staying in power. Judy Dempsey, Jerusalem 

■ FRANCE AND THE EU 

Treaty requires legal change 

France will n&d to revise its constitution before ratifying 
the European Union’s Amsterdam treaty, the document 
intended u update the 1992 Maastricht treaty on 
economic and monetary union. 

The constitutional council, the country’s top legal body, 
bas ruled that the treaty is in conflict with the 
constitution because it would allow majority, rather than 
unanimous, voting on immigration matters in the 
European council. In a unanimous judgment, the body 
said it was up to the public authorities to set the terms of 
the revision in a way that got around the constitutional 
obstacles it had identified. 

The constitution, which has been revised 10 times since 
the beginning of the Fifth Republic in 1958. can he altered 
by parliam ent or by referendum. Analysts believe a 
parliamentary vote is much the more likely option, given 
the tiny majority accorded to the Maastricht treaty in a 
previous referendum in 1992. 

Meanwhile, President Jacques Chirac used his 
traditional New Year address to emphasise that he would 
continue to speak out on issues where he judged French 
interests were at stake. Tensions between the president 
and Lionel Jospin's Socialist-led government have often 
been evident since the prime minister came to power in 
Jun» Mr Chirac's latest comments suggest he at least is 
unlikely to keep quiet in future. David Owen, Paris 

■ SPANISH STRIKES 

Coal-miners fight EU cuts 

Unions at state-owned coal mines in northern Spain are 
stepping up a strike campaign against the threat of 
additional cuts In production and jobs imposed by the 
European Commission. The Commission has challenged 
part of the Spanish government’s plans for the coal 
industry agreed with unions earlier this year, saying 
output at the loss-making nationalised mines should be 
cut by 37 per cent to 1.5m tonnes in 2001. instead of a 
proposed reduction of just over 11 per cent. 

Union leaders say this would mean 2,000 more job losses 
in addition to some 1,700 jobs already due to go at 
Hunosa, the main state mining company, and the smaller 
Minas de Figaredo, which currently employ about 9,500 
people. The two main unions, which are also involved in a 
pay dispute, plan to halt output today and for two days 
□ext week, following stoppages on three work days over 
the Christmas period. 

The government’s current plans envisage cutting 7,000 
of the 25,000 jobs in the coal industry, including 
private-sector mines, by 2005. David White, Madrid 

■ NEW YEAR VIOLENCE 

Youths rampage in Strasbourg 

Violence marred New Year celebrations in the French etty 
of Strasbourg when youths set fire to more than 50 cars in 
a rampage of destruction, officials said yesterday. 

Revellers smashed phone boxes and bus shelters and set 
off home-made bombs in the city centre in what police 
called Strasbourg's worst violence in a decade. 

There were also scattered incidents of violence in some 
Paris suburbs during New Year celebrations, police said. 
Stones were thrown at fire-fighters trying to put out cars 
set ablaze in the Yvelines and Seine-Saint-Denis 
departments just outside the French capital, police said. 

Twelve people, all between 13 and 20 years old. were in 
custody for questioning In Strasbourg, Patrice Magnier, 
the prefect, told a news conference yesterday. 

Four hundred riot police and 200 fire-fighters were 
called out during the night to control the crowds and 
douse the fires. Reuters, Strasbourg 

m SKIING DEATH 

Kennedy family in mourning 

Members of the Kennedy 
family yesterday mourned 
the death of Michael 
Kennedy, son of the late 
Senator Robert Kennedy, in 
a New Year’s eve skiing 

accident on Aspen 
Mountain, Colorado. 
Kennedy. 39. died on 
Wednesday after he hit a 
tree on the last run of the 
day. 

He headed Citizens 
Energy, a nonprofit 
organisation that supplies 
heating fuel to the poor, 
and managed his uncle 
Edward Kennedy's US 
Senate reelection 
campaign in 1994. He was the second child of the slain 
farmer senator to die under tragic circumstances. His 
older brother David died in 1984 from an overdose of 
cocaine and prescription drugs. ' Reuters, Aspen • 
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NEWS: INTERNATIONAL 


S Korea rescue raises uncomfort 



F o.us and IMF offi- 
ces, the relative 
cam that - has 
descends over Asian mar- 
kets in te last week is' as 
welcome start to the New 
Year as .hey could have 
wished foi . . 

Washiniton's monetary 
experts an in a self-congrat- 
ulatory mod now their lat- 
est move t« restore stability 
to South forea seems, for 
the momenlat least, to have 
worked, Nei week, the first 
additional tranches of 
money from the IMF and the 
US will be dsbursed, In line 
with the emergency 
announcement on Christmas 
Eve of extra lnancing. and 
aanks have ■: (ready begun 
nlling over tljeir loans 
*ut behind the facade of 
sell confidence, officials 
know the critical decision to 
add a\ extra SlObn from 


IMF. US, Japanese and other 
government resources and to 
engage the banks in a debt 
rescheduling exercise is a 
stunning policy reversal that 
could have significant impli- 
cations for the way future 
financial crises are tackled. 

It is not just that the deci- 
sion represented an about- 
turn in judgment by the US 
and the IMF, although that 
was startling enough. UntO 
just a few days before the 
decision, senior US officials 

were confidently stating 

Korea had no need of any 
e xtra funding and that nei- 
ther the US nor the IMF had 
any intention of providing it 

More important, disburse- 
ment of the extra public 
money and engagement of 
commercial banks blows a 
large hole in a strategy care- 
fully crafted by the US and 
the IMF that was intended to 


provide the blueprint for 
what US officials have confi- 
dently claimed as a "genu- 
inely 2ist century response 
to the first 21st century 

financial e risis. 1 *.- 

Faced with a worsening 
crisis, the authorities aban- 
doned carefully laid plans, 
critics say. "The fact is, the 
official sector looked a 
default by Korea in the face, 
and blinked,'’ said Morris 
Goldstein, a senior econo- 
mist with the Institute for 
International Economics, a 
private think-tank. 

Basic elements of the US- 
IMF plan were drawn up in 
Manila in November, under 
the aegis of Lawrence Sum- 
mers, US deputy treasury 
secretary. The idea was to 
avert demands Cram some 
Asian countries for a specifi- 
cally Aslan approach. The 
concern was that any frame- 


work that did not place the 
IMF - with tough conditions 
attached to its loans - at the 
centre of the response would 
quickly become an uncondi- 
tional bail-out. 

The approach then agreed 
placed the IMF at the fore- 
front - IMF money backed 
by strong IMF programmes. 
The US and other leading 
industrialised countries 
agreed to provide extra fund- 
ing only if IMF resources 
.proved insufficient to restore 
confidence. But In the Kor- 
ean case that plan has 
already fallen apart. The 
IMF has agreed to speed 
lending. Instead of phased-in 
loans over several months, 
tied to performance in imple- 
menting the programme. 
Seoul will get most of the 
money up front. And, long 
before the IMF has trans- 
ferred all the money, the US, 


Japan, Germany and others 
will begin releasing their 
agreed parts of the package. 

Furthermore, commercial 
banks have provided critical 
extra relief by agreeing to 
roll over loans and extend 
new credit to Korea, which 
they, too. had been reluctant 
to da 


U S officials insist this 
represents only a 
small departure 
from the original plan. In 
announcing the change of 
heart, Robert Rubin, trea- 
sury secretary, emphasised 
that the extra funds would 
be closely tied to even more 
radical reforms by Seoul 
Critics say the latest inter- 
vention is a fundamental 
shift, c laiming it amounts to 
a precedent that the authori- 
ties will eventually be forced 
to step in with a bail-out. 


whether or not there is com- 
pliance with an IMF pro- 
gramme. "They’ve made 
themselves a hostage to for- 
tune,” said Mr Goldstein. By 
their efforts to avert private- 
sector banking defaults at all 
costs the US and the IMF 
have in effect established a 
precedent that has under- 
written debts of a troubled 
hang in g system - which the 
US said it would not do. 

Other critics said commer- 
cial h ack s' involvement 
shows the official interven- 
tion was, all along, a failure, 
and that governments 
should have limi ted them- 
selves to persuading interna- 
tional h anks to do what was 
in their interests anyway - 
sit down with Korean debt- 
ors and work out a debt 
rescheduling programme. 

Some. banks involved in 
the co-ordinated efforts 


recently were heavily criti- 
cal of the failure to try to 
organise a private sector 
plan earlier. One banker said 
official' agencies did not 
share information oh 
Korea’s problems early 
enough, allowing a full-scale 
liquidity crisis to develop 
before action was taken. ' 

"Two months and billions 
of dollars have been wasted 
trying to restore confidence 
through a public bailout,” 
said Senator Lanch Fair- 
cloth, a fierce opponent of 
the IMF but an influential 
Republican. "The first order 
erf business in dealing with 
an international financial 
crisis should be a common- 
sense approach of having the 
creditors and debtors work 
out their problems.” 

In their defence, the IMF 
and US claim the alternative 
to what they did would have 


been far worse 'than what 
happened. It may have 
required some intellectual 
gymnastics but the emer- 
gency change of plan 
worked. "If Korea had 

defaulted, or if commercial 
h anks had failed to agree 
rescheduling, we would have 
been blamed - and rightly - 
for causing an international 
financial collapse." said One 
monetary official. 

The US and the IMF how- 
ever may be rather more cir- 
cumspect in future about 
“blueprints” and “models" 
for dealing with other finan- 
cial disasters. 

“One rwng you r an say for 
certain," said Mr Goldstein. 
"The way this' crisis has 
been handled wfi] not be the 
way that future similar cri- 
ses will be handled”. 

Gerard Baker 


HK feels [ Growth estimate reduced to 8.8% □ Fears grow of export slowdown 

5S of China voices its fears of Asian crisis Court test 
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Legal objections may overturn 
victory by premier's candidate 


By Louise Lucas 
in Hong Kong 

Hong Kong yesterday began 
washing down farms and 
markets following the 
slaughter of 1.3m chickens 
and other fowl in an attempt 
to contain the spread of 
“bird flu". 

The virus. Influenza A 
H5N1, has killed four people 
in Hong Kong. The first vie- 
tim, a young boy, died in 
May and there have since 
been 10 confirmed cases and 
six suspected ones. 

The Hong Kong govern- 
ment has been criticised by 
legislators for failing to 
address the problem sooner, 
while some countries are 
cautioning against travel to 
the territory and banning 
chicken imports, further hit- 
ting confidence. 

Thailand on Wednesday 
advised its nationals not to 
travel to Hong Kong becaose 
of the virus, and concerns 
have been raised in Taiwan 
and Japan, two of Hong 
Kong's biggest markets for 
tourism. 

In addition to the cull of 
local chickens, Hong Kong 
has extended its ban on 
imports from the mainland. 
China provides about 80 per 
cent of the territory's poul- 
try - some 80.000 birds a 
day. 

The ban, which began on 
Christmas Eve, was initially 
to last one week. Now offi- 
cials say it may remain in 
force until the end of this 
month. 

Other countries, including 
Gulf Arab states and South 
Africa, have also imposed 
bans on poultry from China. 

The Hong Kong govern- 
ment has indicated that the 
virus probably emanated 
from' China, although Bei- 
jing claims it has not 
encountered the H5NI virus. 
Experts from the World 
Health Organisation are to 
visit China soon to conduct 
investigations. 

In Hong Kong, chicken 
vendors are weighing op the 
costs of the cull. 

The government faces a 
compensation bill of about 
HKS40m <USS5.2m>, and 
municipal boards have 
already agreed to waive 
rentals on poultry' stalls for 
three months. 


By James Hanfing 

China is "extremely concerned" 
about the financial crisis in Asia. 
President Jiang Zemin said in his 
New Year message, demonstrating 
the alarm in Beijing caused by the 
regional turmoil and fears that fur- 
ther decline in Asian markets In 1998 
lould exacerbate the slowdown in 
Chinese economic growth. 

'lhe Chinese government this 
week issued another downward revi- 
sion iL its forecast for 1997 economic 
growth. 

China's gross domestic product is 
expected b have grown at 8^ per 
cent last ytar. the State Statistical 
Bureau (SSB.said, below official pre- 
dictions of 10 oer cent made earlier 
in 1997. 

Mr Jiang said ihe Asian economic 
situation would irtprove with “rele- 
vant international co-operation," but 


he added: “The Chinese government 
is extremely concerned about the 
financ ial turmoil that has recently 
bit a number of countries and 
regions.'' 

Privately, government officials say 
Beijing is worried that economic 
problems , in South Korea and the 
collapse in confidence across the 
region could hamper Chinese 
exports and dampen foreign direct 
investment 

C hina 's external sector has been 
one of the chief engines of economic 
growth in 1997 and the SSB said it 
expected China to report a $40bn 
trade surplus, compared with 
$l£3bn in 1996. Exports are expected 
to rise by 20 per cent to $180bn. 
Imports are likely to rise by 1 per 
cent to $l40biL 

Ye Zhen, SSB spokesman, 
acknowledged that exports would 
feel the impact of Asia's financial 


turmoil and currency devaluations 
in rival manufacturing economies. 

Foreign investment interest 
appears to be slowing. Actual direct 
investment was forecast up slightly 
at $43bn - compared with $42.3bn in 
1996 - while contracted foreign 
investment fell by 28 per cent to 
$48.7bn for the first 10 months 
against the same period a year ear- 
lier. China expects GDP growth in 
the fourth quarter of 1997 to be SJI 
per cent compared with the same 
period in 1997, according to the SSB. 

Mr Ye acknowledged that the 1997 
figure was “a bit lower than origi- 
nally predicted". 

However, he added that 8.8 per 
cent was “still, by present world 
standards, a rather robust rate of 
growth and stands in clear contrast 
to the situation of south-east Asian 
countries facing financial crisis and 
slowing growth". 



for Pakistan 
president 


President Jiang Zemin: ‘extremely 
concerned’ over regional turmoil 


Thai premier delivers 
grim forecast for year 


By Ted Bardacke 
in Bangkok 

Chuan LeekpaL Thai prime 
minister, has forecast a 0.'7 
per cent economic contrac- 
tion this year, in a warning 
that prospects for the coun- 
try remain gloomy. 

His prediction, which fol- 
lowed a year-end meeting of 
top financial officials, did 
not surprise many analysts 
who are forecasting an even 
worse performance from the 
country, where devaluation 
triggered Asia's financial cri- 
sis. 

The Industrial Finance 
Corporation of Thailand, a 
state-affiliated development 
bank, predicts the Thai econ- 
omy will contract 5.6 per 
cent this year. When the 
Internationa] Monetary 
Fund drew up its Si7J2bn res- 
cue package for the country, 
it predicted the economy 
would grow 3.5 per cent in 
199S. It recently revised that 
figure to zero growth for the 
year. Thai officials said. 

"Almost all economic fore- 
casts show the current eco- 
nomic problems will remain 
serious throughout the first 
half |of 1998|," Mr Chuan 
said. "The centra] bank has 
forecast serious problems... 
with the heaviest impact felt 
in the third quarter.” 

He said non-farm unem- 
ployment would rise to 
l.85m people next year. 


Standard & Poor's, the credit ratings agency, has cot its 
rating of Indonesia’s foreign currency debt to junk status 
and warned of a further downgrade if the country failed to 
implement economic reforms, George Graham, Banking 
Editor, writes. 

S&P lowered Indonesia’s foreign currency rating from 
triple B minus - the lowest rating still considered to be 
“Investment grade" - to double B pins. The local currency 
rating was lowered from A minus to triple B plus. Moody's 
reduced Indonesia to junk grade last week, placing the 
country alongside Korea in the category of debt rated as 
speculative by both leading rating agencies. 

S&P said Indonesia's external liquidity position remained 
manageable, with gross international reserves of more than 
820fan and sizeable official support available under the 
International Monetary Fund's stabilisation programme. 


Mahathir warns 
Malaysians of 
more sacrifices 


against the existing 1.35m. 
and added that the faster the 
country could reform and 
recapitalise its financial sys- 
tem, the faster recovery 
would occur. 

Such blunt assessments 
are becoming a pattern for 
the soft-spoken premier and 
his top officials, led by Tar- 
rin Nimmanhaemxnda, 
finance minister. Aides say 
the government is aiming to 
create enough confidence in 
its reforms for the IMF to 
relax some painful targets at 
the February review of its 
rescue programme. 

Of particular concern Is 
the IMF’s call for a budget 
surplus or 1 per cent of grass 
domestic product. On 
Wednesday Mr Chuan reiter- 
ated his belief that, thanks 
to falling economic growth, 
the government was 


unlikely to generate the 
BtSTObn ($i8.5bn) needed to 
post the surplus. The gov- 
ernment has already slashed 
government spending by 18.5 
per cent and although fur- 
ther cuts in ministers’ sala- 
ries and allowances have 
generated positive publicity, 
their fiscal impact is negligi- 
ble. 

King Bhumibol AdulyadeJ 
echoed Mr Chuan's warnings 
and urged Thais to be 
patient- 

In a New Year’s message, 
he said: "There is no sign of 
eco Domic recovery In the 
new year. I would like to 
urge Thai people to prepare 
yourselves to face possible 
tougher times - you must 
lead a life of austerity, be 
conscious, patient and work 
harder for the sake of the 
nation." 


By Sheila McNulty 
in Kuala LumpUr 

Malaysia’s prime minister, 
Mahathir Mohamad, has 
warned that the country 
faces further sacrifices in 
1998 hi order to prevent the 
nation seeking help from 
international institutions 
which would leave the 
people “jobless" and suffer- 
ing. 

While neighbouring coun- 
tries have turned to the IMF 
for help in restructuring 
their economies as the 
regional financial crisis has 
unfolded. Dr Mahathir has 
insisted that Malaysia 
would never request such 
assistance. He detailed in 
his New Year's message why 
he objected to such aid. 

Dr Mahathir said foreign 
powers would impose condi- 
tions making the people 
worse off, force the govern- 
ment to increase taxes for 
an already impoverished 
population, force up interest 
rates and close down most 
banks and finance compa- 
nies. 

They would also insist 
that foreign conglomerates 
come in, take over local 
banks and companies and 
implement policies designed 
to optimise their profits. 
“We'll no longer be free. The 


people will be left jobless 
and to suffer,” Dr Mahathir 
said. 

“This is the choice that we 
have if we are not prepared 
to sacrifice a little." 

Dr Mahathir insisted be 
was not trying to alarm the 
people, but added that those 
were the things that had 
happened to countries agree- 
ing conditions for foreign 
loans. 

Singapore’s prime minis- 
ter, Goh Chok Tong, also 
warned to his New Year’s 
message that the regional 
financial' troubles would 
affect Singapore, making 
1998 a “more difficult year". 

The government will 
revise its 1998 growth pro- 
jection of between 5 and 7 
per cent, which was made in 
November, when it issues 
the budget in February, he 
said. The Singaporean econ- 
omy grew at 7.6 per cent in 
1997. Bnt Mr Goh noted that 
the projected slowdown in 
growth in neighboring coun- 
tries in 1998 would be felt in 
Singapore. 

“Trade with the region 
will fall. Banks will see less 
financial activities and 
make fewer loans to the 
region." And fewer tourists 
from .neighbouring coun- 
tries would visit Singapore, 
be added. 


By Ftartian Bokharl 
| In Islamabad 

Mohammad Rafiq Tarar was 
sworn in yesterday as Pakis- 
tan’s new president a day 
after his election victory. Mr 
Tarar, backed by the ruling 
PML (Pakistan Muslim 
League), won 374 votes in a 
476- vote electoral college 
made up of the two cham- 
bers of the national parlia- 
ment and four provincial 
assemblies. 

Mr Tarar. 68, a senate 
member and former 
Supreme Court judge, 
replaces Farooq Leghari, 
who resigned last month. 
His departure ended a con- 
stitutional crisis triggered by 
a battle between the prime 
minis ter, Nawaz Sharif, and 
the supreme court which 
created a rift between the 
prime minister and the presi- 
dent 

Mr Sharif yesterday 
described Mr Tatar’s elec- 
I turn as a good omen for 
Pakistan and said he was 
“confident that the occasion 
, will take the country 
towards stability and prog- 
ress". 

Mr Sharif has been 
accused of concentrating 
political power in his home 
province of Punjab, ignoring 
expectations from ethnically 
diverse Pakistan's three 
other provinces seeking a 
share of power. . 

Mr Tarar Is former chief 
justice of the Punjab high 
court 

Mr Tarar has been critic- 
ised by human rights activ- 
ists for his views on women 
and minorities such as the 
Ahmadlya or Qadiani - a 
small faction whose mem- 
bers call themselves Mos- 
lems, but are officially pro- 
claimed as heretics, under 
Pakistani Jaw. 

After taking the oath as 
president yesterday, Mr 
Tarar denied the accusations 
and said he was “a , 
broad-minded and lib,eral 
Moslem". 

He said he would protect 
rights given to women by 
the Koran and the constitu- 
tion of Pakistan. 

In the weeks running up 
to the elections, Mr Tararis 


President Bill Clinton has 
postponed a visit to India 
and Pakistan scheduled for 
February because of 
political turmoil in both 
countries, writes Amy 
Louise Kazmin in New 
Delhi 

A constitutional crisis has 
shaken Pakistan and India 
yesterday announced the 
dates for its second election 
in 18 months. 

Mr Clinton indicated he 
would not visit in the 
run-up to the elections. US 
officials said he still 
planned a south Asia tour to 
include stops in India and 
Pakistan later this year. 

India's Election 
Commission yesterday said 
voting would take place in 
four phases between 
mid-February and the first 
week of March. 

Polling will commence on 
February 16, continue on 
Eebru&y 22 gwLFebcuaiy _,. r 
28, and conclude on March’ 

7. Voters in Gujarat, 
Himachal Pradesh and three 
states In the north-east wifi 
also select new state 
assemblies. 

Initial polls have 
suggested that the 
rightwing Bharatiya Janata 
Party ts set to make new 
gains as the Congress party 
has suffered from a spate of 
defections. 

candidature was blocked by 
P akistan 's election commis- 
sion following allegations 
that he insulted judges in 
remarks published in a local 
newspaper. 

He succeeded in getting 
the order temporarily over- 
turned by the Punjab provin- 
cial high court but he laces 
another court hearing on 
January 12. Under Pakistani 
law, public figures who are 
found guilty of contempt can 
be disqualified from continu- 
ing in their jobs. 

Benazir Bhutto, the oppo- 
sition leader, criticised Mr 
Tarar this week. “We will 
have a president who is sub 
judice," she said. “Even if 
the high court rules in 
fhvour of Tarar. there will be 
a supreme court petition by 
us [challenging the verdict].” 


Cold start for electric 
car sales in California 

Quota rules may have to be reviewed, says Christopher Parkes 

V ehicle makers are 2003 must be emission-free, for example - implies sub- to alternate power sourc 
pressing California's The moves blunt the stantial losses on each had started, 
clean-air regulators state's ambition to lead the vehicle out on the road. The He singled out Toyota 


V ehicle makers are 
pressing California's 
clcan-air regulators 
to revise rules on sales quo- 
tas for zero-emission 
vehicles following disap- 
pointing sales of electric 
cars. 

Hybrid elect nc vehicles - 
powered by small conven- 
tional engines with supple- 
mentary battery packs - 
could also be included, Rob- 
ert Stempei, former chair- 
man of General Motors, said 
at the Los Angeles Auto 
Show. 

Tentative approaches to 
the California Air Resources 
Board had convinced him 
the regulators were 'looking 
for new ways to move", he 
said- 

The lobbying reflects con- 
cern that the industry is 
unlik ely to be able to con- 
form with rules stipulating 
that to per cent of all cars 
marketed in the state ip 


2003 must be emission-free. 

Tho moves blunt the 
state's ambition to lead the 
nation into a new motoring 
era. and present the air 
resources board, which has 
already given ground by 
modifying its plan for 2 per 
cent of all sales to be emis- 
sion-free this year, with an 
acute political problem. 

General Motors, which led 
the pack with the introduc- 
tion a year ago of Its battery- 
powered two-seater EV-l. 
and a sales target of 100 a 
month, has so for sold fewer 
than 300 units. 

Although all the other big 
manufacturers have since 
entered the market with 
zero-emission battery cars, 
sales have been hampered 
by limited range and carry- 
ing capacity. 

Financial data are closely 
guarded, but the cost of bat- 
teries - 850.000 a set for 
American Honda’s EV Plus, 


for example - implies sub- 
stantial losses on each 
vehicle put on the road. The 
S450 a month charged for the 
EV Plus includes insurance 
and roadside assistance ser- 
vice. 

Mr Stempei. now chairman 
of a leading advanced bat- 
tery company. Energy Con- 
version Devices, admitted 
that it would not be easy to 
modify regulations, and that 
the move to zero emissions 
would be slowed. 

But allowing HEV cars to 
be included In the quotas 
would ensure a wider range 
of new technologies to be 
tested in California. As 
things stood, he suggested, 
the battery - the only avail- 
able power source deemed 
free of emissions - had been 
preselected as the “whiner" 
technology. 

In an address to a confer- 
ence on the environment, Mr 
Stempei said the transition 


to alternate power sources 
had started. 

He singled out Toyota's 
hybrid Prius, recently Intro- 
duced in Japan to an enthu- 
siastic welcome with orders 
double that of the monthly 
production capacity of 1,000 
cars. 

With a small internal com- 
bustion engine and a 
hydride battery pack one six- 
teenth the size of that in 
Toyota's all-electric Rav-t, it 
covered 60 miles per gallon 
with 10 per cent of the emis- 
sions of a conventional car 
of the same size. 

The Prius is expected to be 
launched in the US within 
the next two years. 

Suggesting HEV sales 
would outstrip those of Elec- 
tric cars, which would be 
mainly used as commuter 
vehicles, he estimated both 
types could account for 10 
per cent of the Californian 
market within seven years. 




Toyota’s petrol/electric Prius, set for a US launch in two yeank.covers 60 miles a gallon with 10 per cent of the emfari mM 
of a conventional car of the same size. Hybrid engine (instf) enables a switch to petrol after the car has picked np speed * 
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NEWS: UK 


Government to intervene in tax case which hinges on transatlantic treaty 

Banks backed in $400m US claim 


By George Graham 
In London 

The UK government has 
thrown its weight behind an 
attempt by British banks to 
reclaim more than 5400m or 
taxes they believe they have 
overpaid to the US Internal 
Revenue Service. 

In the face of stiff opposi- 
tion from the US. the UK has 
won permission to file an 
amicus curiae brief in a case 
brought by National West- 
minster Bank in the US 
Court of Federal Claims. 
NatWest is disputing more 
than SI 80m of back taxes 


and interest it was forced to 
pay in 199S, but several 
other British banks have 
smaller sums at stake. 

Because the disputed tax 
payments date back as far as 
1981, accumulated interest 
could Increase substantially 
any refund the British banks 
might win. 

The British government 
has intervened in US court 
cases before, but this is 
believed to be the first time 
it has filed an amicus curiae 
brief in a case in which the 
US federal government is a 
party. 

The US government 


opposed the UK's request to 
be allowed to file the brief, 
but was overruled by the 
judge. 

The UK government's 
views on the case are 
regarded as relevant because 
it hinges on the interpreta- 
tion of the US- UK tax treaty, 
which both governments 
signed. 

The NatWest case follows 
a landmark decision in 1998 
by the US Tax Court in 
favour of North West Life, a 
Canadian life assurance 
company. The court ruled 
that the IRS had violated the 
US-Canadian tax treaty by 


using an arbitrary formula 
to calculate the company's 
taxable Investment income, 
rather than what it actually 
earned. 

That ruling affected an 
estimated 5400m in tax 
refunds to other Canadian 
insurers that also operated 
in the US through brandies, 
rather than separately Incor- 
porated subsidiaries. The UK 
tax treaty with the US is 
similar in many respects to 
the Canadian treaty, and 
NatWest’s case also relates 
to branch operations. It 
differs, however, in that 
it involves the calculation 


of deductions, not income. 

The British government is 
represented in the NatWest 
case by Jerome Ubin of the 
law firm of Sutherland, 
AsbUl & Brennan in Wash- 
ington, who also represented 
North West Life in its suit 
NatWest is represented by 
Davis Polk & WardweU of 
New York and Shaw, Pitt- 
man. Potts & Trowbridge in 
Washington. 

The issue potentially 
affects an even wider range 
of businesses operating in 
the US through branches. 
B anks are, however, the 
most directly affected. 


Blair to lead EU computer bug effort 


By David Wighton 
in London 

Tony Blair, the UK prime minis ter, 
will today throw his weight behind 
efforts to combat the threat posed by 
the millennium computer ‘‘time- 
bomb". 

He will signal his determination to 
use the UK presidency or the Euro- 
pean Union to highlight the need for 
action to avert serious economic and 
social problems which may be 
caused by the inability of older com- 
puter systems to cope with the date 


change at the turn of the century. 

Mr Blair’s office said ministers 
would raise the issue at all relevant 
EU council meetings, not Just those 
devoted to information technology. 

“The prime minister is determined 
that Britain prepares itself and leads 
the preparations in Europe during 
our presidency," said the prime min- 
ister’s spokesman. 

The prime mlnlster’9 office said 
Mr Blair was shocked at the wide- 
spread ignorance of the problem. A 
recent survey found only 55 per cent 
of companies were aware of the 


threat. The prime minister's office 
said that while big business was 
tackling the issue, many small and 
medium-sized companies did not 
appreciate the scale of the threat. 

‘‘This is a problem which must be 
tackled now. The effects could be 
enormous if we don't take decisive 
action,” said the spokesman. He 
pointed to recent analysis by 
Edward Yardeni, chief economist of 
Deutsche Morgan Grenfell, who 
warned there was a 40 per cent 
chanM» the date chang e could cause 
a worldwide economic slump as deep 


as the recession that followed the 
1973 oil price rise 

At the UK's request, the European 
Commission has agreed to hold an 
EU-wlde seminar of mille nnium 
bomb exports within the next two 
months. Mr Blair has already held 
discussions with Wbn Kok, the 
Dutch prime minister, and farther 
talks are planned with other EU 
leaders. 

Mr Blair's move will be welcomed 
by experts who have urged the 
prime miniatar to take a high profile 
role over the issue. 



Rautoa 

Thousands of New Year revellers watched a firework 
spectacular at London’s Tower Bridge, escaping the crowds 
at the traditional venue, Trafalgar Square, which saw about 
80,000 gather to hear Big Ben chim e midnig ht. Scotland 
staged the biggest UK "street party” with 200,000 people 
packed into central Edinburgh. Festivities turned sour in 
Brighton, on England’s south coast, where police had to use 
shields and batons to break up an illegal "rave" event 


Rebel ptir 
apply U 
join Green 
groupiig 

By David Wighton n London 

The two rebel Larour party 
MEFs [European parliament 
members] who hive threat- 
ened to stand s indepen- 
dents were at tie centre of 
renewed controver s y yester- 
day after it energed that 
they hail appliet to join the 
Green group is. the Euro- 
pean parliament 
Ken Coates ahri Hugh Kerr 
have written tolthe president 
of +h<» parliament informing 
Viim that they have beet 
offered "honorary memfcfr- 
shlp" of the Green group 
The move prompted fur- 
ther calls for the tw> left- 
wingers to resign fr™ 1 t&e 
Labour party. Cell/ Brooks, 
head of Mr Coa-es’ local 
party, said it w* 8 “dishon- 
ourable” to be e®cted with a 
massive T.nhrtir majority 
and then defr-’t- 
The pair dso faced criti- 
cism from TK MPS. 

David Yinnlck, one of the 
Labour backbenchers who 
defied -he party leadership 
by vping against a cut in 
laneparent benefits, said Mr 
Cof^es should resign or be 

exjelled. 



£1997 Delta Air Lines. Inc. 


Delta Air Lines 


Premier painted 
painful picture 




There are millions of reasons to fly today, 
only one that matters to you. 


You could be on a quest to find new 
business opportunities. Maybe you're 
Hying to c/osS an important deal. 
You might be crossing the skies 
with a ring in your pocket and a 
proposal on your lips. 
Whatever your reason, it's important 
to us as well. Which is why, at 
Delta Air Lines, we promise to make 
your journey to the place you want to 
be just as good as the reasons you 
have for going there. 


For more information and reservations see your travel agent or local Delta office, 

or visit our website at www.detta-air.com 


of devaluation 


30-year-old 
papers reveal 
‘bad tooth’ 
message to 
US president 

T he metaphor of a bad 
tooth being pulled 
was the way the 
Labour party prime minister 
Harold Wilson described his 
decision to devalue sterling 
on November 18 1967, in a 
personal message to Lyndon 
Johnson, the US president 
“Each or us, I suppose, 
must at times have suffered 
the misery of the abscess 
which breaks out is tempo- 
rarily booled, then breaks 
out again. Each of ns has 
shrunk from having the 
tooth pulled out But when 
we finally decide to do so, 
the feeling of relief Is not 
simply an illusion. The 
removal of a certain poison 
from the system purges the 
whole system itself." 

The message, published 
yesterday under the 80-year 
rule for the release of gov- 
ernment documents, cap- 
tures well the emotions the 
prime minister felt that 
weekend. Cabinet colleagues 
marvelled at his apparent 
light-heartedness, having 
just been defeated on the 
centrepiece of his economic 
policy. 

Sterling’s exchange rate 
peg had come under pres- 
sure several times since 
Labour took office in 1964. 
Labour got off to a bad start 
when it presented the finan- 
cial markets with an expan- 
sionary first budget and 
proved reluctant to raise 
Interest rates. 

This prompted a run cm 
the pound, stemmed only by 
heavy borro win g from over- 
seas central banks. A year 
later Mr Wilson responded 
to a second run by cutting 
government investment - 
but the economy continued 
to grow too quickly. Follow- 
ing a third attack in July 
1966, the cabinet discussed 
devaluation for the first 
time. But It opted instead 
for a big package of tax 
increases and spending cuts. 

Confidence in the pound 
was restored for a while. 
But from May 1967. things 
got worse again. Overseas 
markets weakened, oil sup- 
plies were disrupted and a 
dock strike hindered 
exports. In addition, the 
government’s desire to join 
the European Economic 
Community threatened to 
place a further 1 burden on 
the balance of payments. 

At a cabinet meeting in 
July, James Callaghan, the 
chancellor of the exchequer, 
urged colleagues to distance 
themselves from growing 
backbench pressure to 
devalue, for fear of alarming 
the markets. 

That time arrived just 
four months later. Within 
days of the opening erf par- 
liament on October 31, the 
government had suffered 
two painful by-election 
defeats and the chancellor 
warned Mr Wilson that ster- 
ling was in serious trouble. 
The prime minister told a 
cabinet committee on 



Harold Wilson: a prime 


minister under siege in 1967 

November 8 that he now had 
an "open mind" on devalua- 
tion, while relying on hopes 
of an international rescue. 

The next few days were 
spent trying to raise Whn 
from industrial countries’ 
governments and the Inter- 
national Monetary Fund. 
But a meeting with the IMF 
on November 13 opened 
"with recognition that the 
Fund, the US, the Europeans 
and ourselves had all now 
reached the view that since 
the chances of an adequate 
support were so slender we 
should urgently prepare for 
a change in the rate". 


T he formal decision to 
devalue was finally 
taken by the cabinet 
on Thursday November 16. 
The chancellor conceded 
that his recommendation 
"marked the end of the eco- 
nomic strategy which the 
government had been pursu- 
ing hitherto” and he was 
"prepared to draw the neces- 
sary conclusions as regards 
his personal position”. The 
cabinet agreed to announce 
on Saturday evening that 
sterling would be devalued 
by 14.3 peer cent, from 82JB0 ■■ 
to 82.40. J 

In his message to PresJ- f 
dent Johnson, Mr Wilson ;* 
described the package ofj | 
deflationary measures intnH j 
duced by his government as \ 
"exceptionally ghoulish”. \ 
But Sir Leslie O'Brien, the \ 
governor of the Bank of \ 
England, was not impressed. 


"I believe that measures 
with a total impact similar 
to that of the package now 
proposed would soon have 
proved necessary even if 
devaluation had been 
avoided”, he wrote, follow- 
ing an ill-tempered meeting 
with the chancellor. 

Several economists have 
argued that the Wilson gov- 
ernment should have taken 


the initiative and devalued 
early in its term or at the 
latest during the spring of 
1967. 


In fact, devaluation was 
discussed, in April 1967, at a 
Sunday cabinet meeting at 
the prime minister's country 
residence. The cabinet had 
been considering a paper 
prepared by officials, which 
suggested that joining the 
EEC would place an extra 
burden on the balance of 
payments. The paper 
suggested that the economy 
was not competitive enough 
to take the strain of entry, 
without further painful 
deflationary measures. 


Robert Chote 
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idlag- Henry 
ies‘B- The 
igs Of The 
'is lllce wad- 
Ing : torough a 
mysterious treacle. Bach 
sentence is so, •■long, so 
mandarin, so viscous with 
puancei sub-clausa and 
qualification that a^each 
fun stop the reader, 

'with fatigue and wont 
discombobulated .by si 
mgs and counter-shac 
'has to. go back and st 
again.. (And the style is 
catching.) 

The film of The Wings Of 
The Dove has a fine solution. 
When in doubt, have a bonk- 
ing scene. Get Kate Croy 
(Helena Bonham Carter) to 
take her kit off. Steer this 
scheming matchmaker 
whose mercantile soul has 
-been shaped by her depen- 
dence an a rich aunt (Char- 
lotte Rampling), into bed 
with callow fortune-hunter 
Merton Densher (Linus 
ftoache); even though he, 
poor man, still pines for the 
beautiful, doomed American: 
heiress (Alison . Elliott) 
towards, whom Sate had 
. coaxed him/ 

But no: We do an injustice 
to director Iain Softley, here 
braking a q uantum advance 


on his Beatles hippie Back- 
beat. Even with a Climactic 
sex scene! The Wings Of The 
Dove is hardly Henry James 
via Playboy. And though if 
shocks us with , seeming 
modernism from scene one - 
a journey; by London tube 
(which did exist in James’s 
day) — it is also faitbfhl to 
the book's richly layered, 
minatory irony. London is a 
money exchange warrened 
with streets and tunnels. 
Venice is- a bewitching, opi- 
ate maze where love, death 
and conspiracy chase each 
other’s tafia. 

No one In a Henry James 
story, of course, “chases 
tail" in the vulgar sense. But 
be gnomlcally implies that 
they might be healthier if 
they did. With James, find- 
ing life partners is a com- 
plex, compromised pastime, 
made up of self-interest and 
manipulativeness as much 
as love or lust So it is apt, in 
the movie, that raw wres- 
tling is left to that last-gasp 
union between the schemers, 
en here, lit as if by Fuseli, 
more resemble two 
corpses in mating 
mode than two desire- 
lovers. 

Lining Roache’s Merton 
and Anton Elliott's Milly 
Thesis are a touch passive 
and shadowy, even for 
pawns in\ a designer 
romance. ThVy merge into 
the Klimt-like ' 
and are upstag&t by Sandy 
Powell's 

This ex-Derek \Jarman 
designer flings her 'drapery 
at us for meaning as i^ell as 
.decoration. Threao die 
autumn colours for \he 
dying Milly; garish peacock 
blues for Kate, flaunting and 
flaring her seductive her- 
aldry of deoeit. 



Alison Elliott as Mflly and Helena Bonham Carter as Kate in the Henry James tale, The Wings of a Dove' 


Kate is also the pick of the 
cast Helena Bonham Carter 
used to be a one-note 
htgdnue in British heritage 
cinema, radiating brusque 
prettiness from one E.M. 
Forster yarn to the next. 
Here the slight oddity of her 
beauty - a face too round, 
eyebrows too dark - is per- 
fect for the role. Someone 
this brittle and haunted, this 
darkly and unyieldingly 
businesslike, couldn't love 
simply; though she might 
ache at the sight of others 
doing so even as she steers 
them towards it. 

-a 

Starship Troopers is a film so 
mad it has a kind of genius. 
There Is trouble on the dis- 
tant planet of Klendathu. 


Can and should the Federal 
Service's Mobile Infantry, 
led by ex-training school 
hunk Johnny Rico (Casper 
Van Diem) with help from 
his Fleet Academy sweet- 
heart Carmen Ibanez (Denise 
Richards), nuke the giant 
bugs? 

These things look like 20ft 
grasshoppers after a night 
on the town. They impale, 
dismember and when possi- 
ble eat their victims, and 
their anti-social conduct is 
not confined to humans on 
their own planet They infect 
the universe via spore- 
carrying meteors. They also 
have giant blobby, panto- 
mimic motherbugs - Les 
Dawsons in space - whose 
sharpened uvulas drill holes 


in victims' skulls. “They’ve 
sucked his brains out," 
explains a shocked, helpful 
witness. 

It is not exactly Henry 
James. Another American 
writer. Robert Heinlein, 
helped by the ex-RoboCop 
team of screenwriter Ed 
Neumeier and director Paul 
Verhoeven, engendered the 
scenes in which grenaded 
bugs explode, scattering 
flesh, bone and bodily fluids 
all over the audience. Mean- 
while battlefields rejoice in a 
wall-to-wall carpet of diced 
human corpses, depicted 
with an anatomical detail so 
frank that it passes through 
shockingness into the 
scientific-surreal. 

I enjoyed it more than I 


should have. Christmas gets 
you that way. Having suf- 
fered Home Alone 3 and Spi- 
ceworld The Movie, it is sat- 
isfying to watch Judgment 
Day come early. Verhoeven, 
who made Total Recall and 
Bask Distinct, has an unerr- 
ing eye for high-concept 
trash. He is like a comic- 
strip artist on illegal stimu- 
lants. The film bowls along 
from enormity to enormity, 
with no sense of dramatic 
development and no charac- 
ters you couldn't find on the 
back of a cornflakes packet 
But it exults in cinema's 
ability to splash us with 
shock, surprise and trvmpe 
ToeiL After 100 years, this 
show-off medium can still 
make us gasp. 


Director Douglas Sirk is a 
safer escort into the new 
year. This shaper of lush 
Hollywood melodramas lived 
and lensed in the 1950s. 
when America was in 
Technicolor and icons of 
bland angst like Rock Hud- 
son. Robert Stack and 
Dorothy Malone could stand 
against the scenery for a 
Texas-set oil drama so Aes- 
chylean that it makes Dallas 
seem like Sesame Street. 

We refer to Sirk’s best 
film. Written On The Wind, 
revived at the National Film 
Theatre. Treat yourself to 
the work of a man with a 
painter's eye and poet’s soul 
who fell without too many 
complaints, into the money- 
pots of Movieland. 



‘ ballet scene has 
: v ainttxky air £ 

. --. -though one might 
ask when, during 
the past two.decades, did it 
.not seem “doom-eager” 

; (Martha Graham’s phrase - 
about the Brontes). Stumped 
for funds, most of our 
national ballet troupes rely 
upon proven titles rather 
titan proven talent- or even 
talent to prove. A public • 
already conditioned by the 
huge or the sensational 
(“Male swans!") has learned 
that popular names are what 
matters, not creativity, and 
that titles are everything. J ' ; 
record with ahsolnteJy'no ■ 
sense of pleasure that there 
will be three new stagings of 
Swan Z^temEurope irithe 
spring. . r ■ • 1 .' — ■ 

The Royal Ballet is 
embarked on its first - • 
wanderfahr. it will be seen at 
the Barbican in June, at the 
Colisaizm in July, and will . 
tour to Turin and Frankfort. 
There will alto be two- 
concurrent Dance Bltes tonr 
(late February /March) with ' 
new works.' The Birmingham 
Royal Ballet is alive;. waQ, 
and has ptemtod hs entire -. 
year. David Bintieyls, for , 
the third year miming, t '- ' . 
encouraging his dancers to . i 



Dance in 1998/Clement Crisp 


, talent and new creations 


create: a programme In the 
. spring will show aspirant 
versions of CarrdmL of the 
Animals in tandem -with The 
Four Seasons. Towards the 
MiUenmum, that sterling 
project in collaboration with 
the Birmingham Symphony 
Orchestra, brzngs & triple bill 
of Balanchine, MacMillan 
and van Manen works and, 
after asprjng tour, a 
Birmingham season will pay 
tribute to Dame Ninette de 
Valois on her 100th birthday 
with a revival of her 
adorably sunny The Prospect 
Before Us. There follows a 
tour of South Africa, *nH in 
the autumn, the return of 
Romeo arid Juliet, and a 
creation by Stanton Welch, 
young Australian 
choreographer. A rewarding, 
lively year. 

English National Baflet 
wfiLpresenl - inevitably - 
The Nutcracker ai}d Sleeping 
Beauty on a spring 
peregrination, and will then 
split far two three-week 
toms of interesting triple 
bills. Subsequent weeks are 


Spent preparing for a 
block-busting Romeo at the 
Royal Albert Hall In 
mid-Jane. Northern Ballet 
Theatre's year brings 
continued three-year 
sponsorship from Halifax to 
"enable NBT to create new 
full-length ballets with the 
mass appeal and style of the 
hugely successful Drucuta 
Whatever one may think of 
Ihe Implications erf 
“ftffl-length" and “mass 
appeal", NBT will stage a 
new Hunchback of Notre 
Dome in February. 

S cottish Ballet, 

celebrating 30 years 
of creativity, nagg ing 
debt and blow-hot- 
blow-cold support, is in a 
state Of flux. If 1998 brings 
anything to our ballet, let it 
be an assured classic future 
for this gallant e rBwmhla. 
Our modem and postmodern 
troupes will lead their -usual 
eye-on-ihe-purse existence. 
For Arc Dance, Siobhan 
Daviea, Mark Baldwin, 
Jonathan Burrows, Matthew 


Hawkins - who are among 
the best dance-makers in 
Europe - hopes that the year 
will be as financially 
rewarding as it is artistically 
fruitful Rambert Dance can 
boast “Join Rambert and See 
The World", for the company 
will make a tremendous 
six-month tour, beginning in 
Hungary in January, and 
then, by way of Seoul and 
Mexico City returning to 
London, Hie company will 
also have the honour of 
opening the rebuilt and 
splendid Sadler's Wells 
Theatre in October. (Miss 
Bay Us, in Heaven, is 
probably saying: “Now, you 
rotters, you must all turn up 
and support the new Wells"). 

Among visitors, Z record 
with pleasure the return of 
Twyia Tharp in July to the 
Barbican and of Merce 
Cunningham to the same 
theatre in October. The 
Edinburgh festival will bring 
Pacific Northwest Ballet 
from Seattle: the company 
has earned renown for its 
fhra Balanchine stagings. 


Also in Edinburgh, in the 
spring, Peter Schaufuss will 
bring his new company in 
his Tchaikovsky trilogy. 

I n Europe much activity, 
though I am not always 
prepared to utter cries 
of delight at what is an 
offer. Cheers for the Royal 
Swedish Ballet, which will 
mark its 225th birthday with 
performances in Stockholm 
in June (5-13) featuring a 
very varied repertory. In 
Paris, the Opdra continues 
on its splendid way. A gala 
on February 10 will mark 
the 80th birthday of Yvette 
ChauvirA sublime ballerina, 
with a revival of Giselle (her 
greatest role) in the 
beautiful Benois designs. 

The summer brings three big 
ballets - Marion, Don 
Quixote, Romeo to delight 
the tourist trade. 

In the regions, much to 
see. Roland Petit is to make 
a new Swan Lake for his 
Marseille company, 
concerned with the tragic 
effects of evil enchantments. 


and will invite four young 
choreographers to create for 
the company. The Ballet de 
Nancy, the Ballet de Nice 
will both also stage versions 
of Suran Lake - one day 
someone will make a ballet 
about the tragic effects of 
Swan Lake’s evil attraction 
- and Giselle will enter the 
Toulouse Ballet's repertory 
in May. 

The ever-enterprising 
Maison de la Danse in Lyon 
has a lively schedule of 
modern work far the year, 
and will bring Miami City 
Ballet in June with 
Balanchine's Jewels. This 
ballet will also enter the 
repertory of the Kirov Ballet, 
and the company's admirers 
will also find an extended 
season by the Kirov during 
the summer in Graz. In 
February, admirers of 
Darcey Bussell may see her 
in St Petersburg at the 
Mariinsky Theatre, 
appearing in La Bayadere. 

In Brussels. Anne Teresa 
de Keersmaeker will 
participate in a Bart6k 


evening, malting dances to 
the fourth string quartet and 
producing Duke Bluebeard's 
Castle, in February/March. 
The Royal Ballet of Flanders 
tours extensively, and 
proposes an evening of new 
choreography in February. 
Also in February, the Dutch 
National Ballet will pay 
tribute to Hans van Manen 
with an evening or his 
choreographies, and the 
three Nederlands Dans 
Theater troupes will spend a 
busy year, appearing at the 
Holland Dance Festival in 
March, and at the Holland 
Festival in June, and will 
tour throughout Europe 
(NDT2 will visit Britain in 
June). 

In Munich, Patrice Bart is 
to mount a new Bayadere 
(restoring the “lost" fourth 
act), and Germany's many 
ballet companies offer the 
usual round of creations and 
revivals. The Royal Danish 
Baflet stages a new work by 
Flemming Fllndt, Legs of 
Fire , in February, and will 
then acquire a new work 
from Stanton Welch and 
Liter’s glorious Suite en 
blanc. The season ends In 
mid-May with Napolr. 
nothing could provide a 
brighter or better or happier 
note on which to end. 


Panto 


When 
Jack met 
Macbeth 


M 


acbeth - the 
Panto. Why 
not? Mm in 


definitely a wicked queen, 
the porter for light relief, 
and plenty of opportunities 
to play “look behind yon" in 
the ghost scenes. 

Writers David Mitchell 
and Robert Webb have not 
quite the courage, or the 
skill, to see the idea through 


void at the Pleasance in 
north Loudon, so instead 
settle on Macbeth and the 
Beanstalk, enlivening the 
"Scottish play” with the 
juicy bits of Jack and the 
Beanstalk. 

For some time the two 
plots run along parallel 
lines, but there has to be 
some tiling for Jack, In the 
nicely truculent form of 
Lucy Taylor, to find when 
be-she climbs to tho top of 
the beanstalk; and why not 
Macbeth as a suitably 
bloodthirsty Giant, quick to 
smell the blood of an 
Englishman? 

The story lines then 
implode, and things take a 
tun for the better. For a 
start, Jack is pixie-sized 
compared with the warring 
Scots; even better, Mitchell 
and Webb have to use some 
imagination. 

Until then thfa aimable 
show just cranks, or rather 
creaks, along. There is 
nothing wrong with the 
performances - the cast act 
their frocks off. But the 
script seems to be the work 
of a humourless computer 
that fails to parody the 
depths of panto nr the 
heights of Shakespeare. 
When the children in the 
audience laugh loudest at 
the frequent expletives, 
something is missing . 

S ome of the running 
gags are good - 
pretending that the 
quips of the porter, 
universally accepted as the 
least humorous character In 
drama, are side-splitters, 
and the constant affronts to 
a very butch Macbeth that 
his wife Is “a man in a 
dress". And the six songs 
are really excellent More 
music and less intellectual 
musings, posing as flights of 
fancy* would have lifted the 
spirits considerably. 

Macbeth and the Beanstalk 
is an attractive curiosity. 
Apart from Daisy, a 
Eeyore-ish cow, there is 
little attempt to evoke the 
magic of panto - too little 
thigh slapping, no audience 
participation. The Macbeth 
motif, with lots of men dying 
the death in ltilts as they 
wait for a good line, 
predominates. 

Webb and Mitchell 
naturally grab the best 
parts. Webb is a nicely 
disdainful brute as Macbeth, 


Mitchell needs a role as 
Lady Macbeth. The rest of 
the cast give it their best 
shot and almost make yon 
believe that you have 
enjoyed a Christmas treat. 

Antony 
Thomcroft 


At the Pleasance, London Nl 
until January 27 (0171 609 
1800). 



■ BARCELONA 

EXHIBITIONS ', 

Fundocid “laCabra" • 

Tab 3+&207 7475 j: ■ 
RembfWKft: Tito +himan and the 
Natural Landscape..91 etchings 
• from the Rembrandt House . 
Museum in Amsiattem Hio., 
exNbtthn W18 transfer to 
, to Jan 11 . 

FundacW Joan MIr6 • : V « 

Tab 34-&32&1908 

WwwMcn.ifmlm es • ; -- . .. 

Alexander Cakfen. centenaiy 
celebration of ^ work by the maker 
of mobfles. The show fbcutos on 
-Ns dose relationship with Mk6; 
to Feb 15. 


■ BEMM : J 

DANCE : ;.- - 

Deutsche Oper . 

Teh 4&3D4&84rCr1' ' ' : 1 / : 
Deutsche Oper: Ballet FtosaHnde, 
choreograpftedby Rohakf Hynd 
to nHJ8ki‘by;J*; $traussvJan: 6 V. 



Deutsche Oper 

Tek 49-30-34384^01 
HOnsel und Gretel: by 
Humperdinck. Conducted by 
Sebastian Lang-Lessing In a 
-.staging by Andreas HomoW: 

Jan 2 

■ CHICAGO 

EXHIBITIONS 
Art Institute Of Chieago 
let 1-312-4433600 
www.artto.eeiu 

Renoir*s PortraBs: Impressions of 
an Age. Around 65 paintings 
spanning the artlsfs career, of * 
subjects including Oteuds Monet 
and Madame Renoin to Jan 4 

■ CLEVELAND . 

EXHIBITIONS 
Cleveland Museum of Art 

Tek 1-216-421 7340 
www.clGmusart.com 
When Silk Was .Gold: Central 
Asian and Chinese Textiles. 
Featuring 64 precious tadites 
'from fhe-Bfttto 15th centuries, 
they of immense 
economic and cultural 
significance. InckKlIng the most 
important-known "cloth of goto”. 
The exhibition win travel to New 
York; to" Jan 4.- .. 

■ EDINBUHGH 

EXH IBITIONS i ; 

National GaUeryofScotiand 
Tel: 44~131*24?6200 
^Turner Watercolours: bequeathed 
in ISflQ by toe Victorian cdiector 
Henry Vaughafithfito 38 
paintings have been exhasited 
anriuaHy for more than 80 years; 




to Jan 31 


■ LONDON 

CONCERTS 

Barbican Had 

Taft 44-171-638 8891 

New Year Viennese Evenings: 

John Georg iadis conducts foe 

London Symphony Orchestra In a 

programme including dances by 

the Strauss famfly; Jan 2 

DANCE 

Royal Festival HaU 
Tab 44-171-928 8800 

• The Royal Ballet programmes 
Including Les Pa&wurs, Tales of 
Beatrix Potter and Peter and the 
Wolf; Jar? 2, 3 

• The Royal Ballet: Ashton’s 
Cinderella; Jan 6, 7, 8 . 

EXHIBITIONS 
British Museum 

• Teh 44-171-636 15SS 
Hogarth and His Times: Serious 

■ Cpmedy. Selection of prints and 
' an exploration of different 
historical approaches to them; to 
Jan 4 

Heyward Gallery 
Tet 44-171-261 0127 
wwwhayward-gaflery.orgMk 
Objects of Desire: The Modem 
Still Life. Exploring 20th century 
developments of a 400-year-old 
genre, this show ranges from 
Picasso and Matisse to 
Oldenburg and Warhol; 
previously seen in New York; to 
Jan 4 

Tata Gaflery 
Teh 44-171-887 8000 
The Age of Rossetti, 


Burne-Jones and Watts: 
Symbolism in Britain 1860-1910. 
Works by British artists including 
foe pre-Raphaerrtes Rossetti and 
Burne-Jones presented alongside 
those of European 
contemporaries; to Jan 4 

OPERA 

Shaftesbury Theatre 

Teh 44-171-379 5399 
The Royal Opera: The Many 
Widow, by Franz LehAr, in a new 
translation by Jeremy Sams. New 
production by Graham Vick, with 
designs by Richard Hudson; Jan 
2, 3, 5, 6, 7, 8 


■ LOS ANGELES 

CONCERTS 

Dorothy Chandler Pavilion 
Tel: 1-213-365 3500 
Los Angeles Philharmonic: 
conducted by Esa-Pekka 
Salonen in works by Haydn and 
Mahler. With mezzo-soprano 
MarkeBa Hatziano and tenor Ben 
Heppner; Jan 8 

■ MILAN 

OPERA 

Teatro afia Scala 
Tel: 39-2-88791 
Macbeth: by Verdi. Conducted 
by Philippe Auguin in a staging 
by Graham Vide, with designs by 
Maria BJomson; Jan 2 

m NEW YORK 

DANCE 

New York City Ballet, New 
York State Theater 

Tel: 1-212-870 5570 
• George Balanchine's The 


Nutcracker; Jan 2, 3, 4 

• Jewels; by Balanchine, to 
music by Faun6, Stravinsky and 
Tchaikovsky; Jan 6 

• Mixed Programme: includes 
Angelin PreJjocaj’s La 
Strevaganza, premiered last 
spring, and Balanchine's Stars 
and Stripes; Jan 7 

EXHIBITIONS 
Brooklyn Museum of Art 

Tel: 1-718-638 5000 
Monet and the Mediterranean: "It 
Is so beautiful here, so bright, so 
luminous! One swims in blue air, 
it is frlghteningl" wrote Monet 
from Cap d 'Antibes in 186a 
Bringing together more than 70 
works, this exhibition presents 
the fruits of several journeys 
made by the painter to the 
Italian and French RJvieras in foe 
1880s, to Venice in 1908; to 
Jan 4 

Guggenheim Museum 

Tel: 1-212-423 3500 
www.guggenheim.org 
Robert Rauschenberg: major 
retrospective consisting of some 
400 wort® spanning the artist's 
50 year career. The exhibition 
begins at the Solomon R. 
Guggenheim Museum and 
continues at foe Guggenheim 
Museum So Ho; to Jan 7 

Museum of Modem Art 

Tel: 1-212-708 9480 
www.moma.org 

• Achilla Castigiioni: Design! 
First US retrospective of the 
Kalian architect and designer, to 
Jan 6 

• Egon Schiele (1890-1918): 

The Leopold Collection, Vienna. 


Around 150 works by the 
Austrian Expressionist, dating 
from 1905 through 1918; to 
Jan 4 

Prerpofnt Morgan Library 
Tel: 1-212-685 0008 
0 Medieval Bestseller The Book 
of Hours. 100 prayerbooks; to 
Jan 4 

• Romanticism to Realism - 
19th Century German Drawings: 
survey of 50 works from the 
collection, including drawings by 
Caspar David Friedrich; to Jan 4 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Tel: 1-212-3626000 
www.metopera.org 
II Barbiere d! SMglia: by Rossini. 
Revival of a staging by John 
Cox; Jan 3, 8 

■ PARIS 

EXHIBITIONS 

Mus6e d'Art Modems de la 
VillB do Paris 

Teh 33-1-5367 4000 
Gilbert & George: major 
retrospective of tile British 
artists, comprising some 120 
works and spanning their career; 
to Jan 4 

Mus6e du Louvre 

Tel: 33-1-4020 5151 
www.louvre.fr 
0 A Mission to Persia 
1897-1912: display of pictures, 
objects and photographs 
retracing the archaeological 
expedition led by Jacques de 
Morgan, paying tribute to his 
career and the mission's 


discoveries about the ancient 
civilizations of Iran; to Jan 5 

• Etchings from the Low 
Countries: display of 110 copper 
etchings dating from the 15th 
and 16th centuries, includes 
works by Lucas de Leyde and 
DOrer; to Jan 5 

■ ROME 

OPERA 

Teatro deft' Opera 
Tel: 39-6-481601 
www.themix.it 
La Fiamma: by Respighi. 
Production by Hugo De Ana, 
conducted by Gianluigi Gefmetti; 
Jan 2, 4, 7 

■ TV AND RADIO 

0 WORLD SERVICE 
BBC World Service radio for 
Europe can be received In 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

Monday to Friday, Central 
European Time: 

• NBC Europe 

10.00: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and foe 
financial markets. 

17.30: Financial Times Business 
Tonight 

0 CNBC 

08.30: Squawk Box 
10.00: European Money Wheel 
18.00: Financial Times Business 
Tonight 
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COMMENT & ANALYSIS 



Economic forecasts - A sharp fall on Wall Street could trigger a US recession/ while Asia’s crisis should;^ 



J The US 
faces slower 


growth, nar- 

rnnrnr m-nflt 


^"**^*^* rower profit 
margins, less inflation and 
lower interest rates in 1998. 
hi ordinary tunes, the fore* 
cast might end there, bat 
times are hardly ordinary. 
F inancial crises may well be 
the most influential eco- 
nomic events of the year. 
How e?ch of several complex 
situations in the financial 
sector unfolds will have a 
significant impact on US eco- 
nomic performance. The 
interdependence of these sit- 
uations compounds the 
uncertainty. 

US economic growth will 
slow because of a deteriorat- 
ing current account balance, 
falling Inventory invest- 
ment, and consumers shift- 
ing from spending towards 
saving. Modest government 
fiscal drag is also likely. 
These unfavourable influ- 
ences will outweigh and 
erode a strong momentum in 
business investment and ah 
uptrend in residential con- 
struction. 

The most obvious obstacle 
to growth w£Q be a worsen- 
ing current account balance 
as more income flows out of 
the US and less comes back. 
Financial upheaval along 
with slow growth or reces- 
sion in many countries in 
Asia. Latin America and 
elsewhere will Teduce US 
exports. These problems will 
compel many foreign produc- 
ers to market their products 
more aggressively to 
Americans. Foreign eco- 
nomic ills will also sour 
assets held by US banks and 
other financial institutions. 

The dollar's rise during 
1997 will provide a further 
impetus to imports, while 
depressing both the price 
and sales volume of US 
exports. The dollar's ascent 
has also devalued US income 
on foreign investments. The 
only notable good news for 
US international transac- 
tions is the recent softening 
of oil prices. 

Falling inventory invest- 
ment will be another drag on 
the US economy, reducing 
both profits and gross 
domestic product Few seem 
to notice that in 1997 inven- 
tories have grown at the 
fastest pace in well over a 
decade, matching the 1994 
rate, which preceded an 
inventory correction and 
economic slowdown. To can- 


Pray for a 
soft landing 


US consumers: unprecedented debt burden 


Annua) rate of change in US Total US houajhettdef* Unstafenant- 
raaf non-form friwntorfes •*' • * anrfmOfftaflaJas a^ of 

disposable pereobsi income 


Ft 



1993 94 95 96 97 * 1966 8 ? .89 91 93 96 97 

SooCK Birmuof Ecaoorractaifysb orcTF«c*r*i HtMnt* - . .-Ettkta 


tinue the stock-building pace 
of 1997 without inventories 
becoming excessive would 
require more than 5 per emit 
real final sales growth; even 
half of that pace will be hard 
to obtain in 1998. 

Over-stocking problems 
will catch the finanwfli mar- 
kets by surprise because 
book-value inventory mea- 
sures, which receive primary 
attention, have been dis- 
torted by deflation. Whereas 
rising commodity prices 
exaggerated inventory 
growth during every previ- 
ous postwar build-up, the 
inventory price deflator fell l 
per cent during the latest 
three quarters, masking 
some of the real growth in 
stocks. 

Another problem for the 
economy is the financial con- 
dition of the household sec- 
tor. In four of the past five 
years, consumption has 
grown fester than personal 
income. Profit margins have 
widened as sales to consum- 
ers outpaced payroll 
expenses - business saving 
has risen as personal saving 
has falle n. This process may 
now be stretched to its limit 

The 1997 personal saving 
rate, approximately 3.8 per 
emit is at a 50-year low. A 
consumer borrowing boom 
helped spending outpace 
income during the middle 
1990s, but for the past year 
credit growth has been 
lethargic as households have 


struggled under the weight 
of record debt and debt ser- 
vice burdens. Families are 
carrying an unprecedented 
85 cents of debt for .every 
dollar of after-tax income. 

Credit-card delinquency 
rates have been hovering 
near the all-time high 
reached at the end of 1586, 
and personal bankruptcies 
keep shattering records. A 
slowdown In personal 
incomes will worsen bad 
debt problems. Leadens wifi 
stiffen standards, inhibiting 
consumer spending. 

Euphoria over stockmar- 
ket gains (the "wealth 
effect") has powered the con- 
sumption spree. But share 
prices have been eroded in 
the latest five months , and 
credit problems will rise as 
the economy slows. There- 
fore, some rise in the per- 
sonal saving rate - at the 
expense of business saving - 
is probable. If the personal 
saving rise is sharp, the 
slowdown will probably 
become a recession. 

A serious bear market - a 
sustained decline of more 
than 20 per cent - could 
cause a consumer retrench- 
ment Never in the postwar 
period have consumers been 
so influenced by the stock 
market. Consumers have 
been spending not only in 
response to portfolio gains, 
but also in anticipation of 
fnture gains. 

Moreover, the stockmarket 


outlook is ominous. At the 
s umm er's highs, equity 
prices had multiplied tenfold 
in 15 years and doubled in 
about 30 months; neither 
had ever happened before. 
Third-quarter prleeeamings 
ratios were at non-recession 
highs fall-time highs on 
some measures) despite the 
accounting magic that 
stretched the reported earn- 
ings of many companies to a 
degree not seen since the 
creation of the Securities 
and Exchange Commission. 

Yet individual Investors 
remain euphoric. In spite of 
the remarkably high stock 
valuations', a Harris poll last 
year found that 84 per cent 
of household investors 
believed that increases in 
equity prices during the next 
10 years would match or 
exceed the more than 14 per 
cent average annual rise of 
the past decade. Even with 
rosy economic assumptions, 
this fantastically optimistic 
projection would imply 
price-earnings ratios rising 
to more than twice their 
all-time hi gbs. 

Spec ulative manias can 
continue against all appar- 
ent reason (irrational specu- 
lation by definition does not 
end at a rational point), and 
this one could conceivably 
survive. Nevertheless, the 
market's inability to rise 
since August and its turmoil 
in the fourth quarter 
strongly suggest the end of 
the greatest bull market of 
the century. 

With luck, the troubles In 
Asia will be largely con- 
tained, Europe's economies 
will gain momentum, the US 
stock market will avoid big 
losses, and consumers will 
muddle through the year 
with only gradual deteriora- 
tion in their finances. If so, 
the 1998 US economic slow- 
down will be hailed by many 
commentators as a “soft 
landing" (although it will 
not seem so soft to busi- 
nesses). 

On the other band, inter- 
national financial crises, a 
bear stock market, and an 
explosion of consumer credit 
problems could combine to 
cause a recession. Expect 
sluggishness, and be wary. 


David Levy 


The author is vice-chairman, 
director of forecasting at the 
Jerome Levy Economics insti- 
tute, New York 


BUSINESSES FOR SALE 


LEGAL 

NOTICES 


LLOYC6 SAWMIUS UMnSD 


HARRY MASON AND SONS (STORAGE) 
LIMITED 


LLOYDS SAWMILLS LIMITED 


ClaraCandy Limited (In Receivership) 
. For sale as a unit * 


Offers are invited for the business and assets of CLARA CANDY 
LIMITED (In Receivership) a long established, private and own 
label sweet manufacturer. 


The assets comprise: 


i Freehold factory premises of approximately 3,900 sq m 
(43,000 sq ft) at McKee Avenue, Finglas, Dublin 1 1 


US THE MATTER OF THE INSOLVENCY 
ACT AND RULES U86 
ta amwla ncc with Rule *.10tv L. D Lon of 
Cooper Lancaster Brewers, It Si Paler' 4 
M2 ION pw notice Out 
on 22 December 1997 I *u appointed 
UquMuorbj iooIudods of mmben. 

Notice b hcretiy Riven fca the cieAm of the 
above named companies, "inch tie being 
soUraiaril) wound up, an required, on or 
before ibe JO-Isreary 1998 lo tend m their full 
Christian and surnames, their addresses and 
descriptions, full ftiffiailan of (heir debts or 
daunt aid itae names and addresses gf their 
Soticsm ttf mjrl. m die Equkbtor et the aid 
companies, end. if so requited by notice m 
■ riling from the said Liquidator, ere. 
persons/!/ or by Otar SUictum. to coma at 
end purer their debts or claims it such tone 
tod place as dun be specified in ach notice, 
or in default thereof the; will be excluded 
firm the benefit of any dutribututn. 

Note: This notice is purely [until. AM 
credOon bare been a still be paid in fun. 
Daasd: 22 December 1997 
Signal 

D Umc.Lnmfc*or 


> Modem plant and machinery 


BUSINESSES 


• Stock 


All enquiries to: 

William G O'Riordan FCA, Receiver, 

CLARA CANDY LIMITED (In Receivership) 
c/o Coopers & Ly brand, George's Quay, Dublin 2. 
Tel: 353 1 704 8500, Fax: 353 1 704 8600 


Appears in the 
Financial Times every 
Tuesday, Friday 
and Saturday. 


For further i nf o rma tion, 
or to advertise in this 
section , 
please contact 


Marlon Wedderbum 
+44 0171 873 4874 



For more information, please contact: 

Gavin Bishop 

Tel: 65 736 4159 Fax: 65 734 0957 
or Jenny Middleton 

Tel: +44 171 873 3794 Fax: +44 171 873 3204 
or your usual financial Times representative. 
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Japan, the 

. reality of debt 

deflation ramp to the.rest of 
Asia in 197. Hie currency 
and stock market crises of. 
the past six months -will 
prove a watershed for the 
region, and indeed for the 
global economy. 

They signal an end, -for 
now, to the era of .high 
growth.' Asia feces a trau- 
matic “deleveraging” pro- 
cess, the result of the accu- 
mulation of huge external 
and internal debt The. best 
comparison .is not the Mexi- 
can devaluation of late 1994 
but the Latin American sov- 
ereign debt crisis, of .the 
early 1980s - the difference 
being this is a crisis of pri- 
vate-sector debt 
' Many Thai, Indonesian 
and Korean companies went 
into de facto defaults in' 197 
on their dollar obligations. 
This year there will be more 
of the same. There will also 
be a growing focus on the 
exposure of those interna- 
tional banks, especially 
European ones, that have 
lent to Asia so aggressively 
in recent years. 

So for, the pain has been 
felt primarily in financial 
markets. The follow- 
through in 1998 will be felt 
in the real economies, the 
banking systems and the 
property markets, the collat- 
eral of choice for Asia’s 
enfeebled credit system. 

In the real economy, 
growth in domestic demand 
will be dose to zero. Invest- 
ment spending will collapse 
as business reacts to excess 
production capacity and the 
and of itbpap do llar funding. 
So private-sector capital for- 
mation will no longer lead 
economic growth. It has not 
done so in Japan since 1990. 

Again like Japan, the rest 
of Asia wUl see no alterna- 
tive but to try to export Its 
way out of the crisis. 

However, exports will be 
no easy panacea. First, the 
high level of corporate 
indebtedness (much of it dol- 
lar denominated) in many 
Asian countries will out- 
weigh the benefits of devalu- 
ation. Second, Asian export- 
ers win be affected by the 
lack of pricing power of 
many of the products they 
sell, including in the impor- 
tant electronics sector. 

This is already dear bum 
the divergent trend in rising 
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export volumes but falling 
□nit value prices, most spec- 
tacularly in Korea. This is 
why Asia can.be said to be 
exporting deflation to the 
rest of the world. 

Asia’s domestic banking 
problems wifi also be com- 
mensurate with Japan's in 
recent years. This is in addi- 
tion to the external debt bur- 
den. Non-performing loans 
wifi be running at mere than 
jgOObn by the middle of next 
year, or about 20 per cent of 
total domestic loans. In 
China, Korea, Thailand and 
Indonesia, non-performing 
loans will soon be at least 
30 per cent of total 
loans. 

This year will see growing 
tension between the Asian 
desire to cover up non- 
performing loans and the 
finan cial markets* wish to 
see them owned up to and 
provided for. Asian govern- 
ments will try to follow Jap- 
anese ostrich-style policies 
far as long as possible, as. is 
clear from the disastrous 
policies pursued by the Thai 
authorities during the past 
year. Fortunately, the need 
for foreign re»pfa»i, and the 
demands of the feta-national 
Monetary Fund, will acceler- 
ate liquidation. 

The desire to prevent liqui- 
dation wil! also be seen in 
the property market, where 
Japanese-style declines of 
between 70 per cent and SO 
per cent in dollar terms from 


peak levels will ultimately 
prove inevitable. 

Asian governments Jwill 
reverse policy and. abolish 
barriers cm foreigners, buy- 
ing local banks and prop- 
erty. Some. have. -already 
done so. Asian hotels will be 
filled with vulture-like west- 
ern buyers, be they direct 
investors, portfolio investors 
or property specialists. Law- 
yers with knowledge, of 
Asian bankruptcy laws, or 
the lack of them, will be in. 
demand... 

There will be growing rec-. 
ognitian in Asia, at both the 
corporate .and political lev-; 
els, that, the time has come 
for greater transparency. 
Opaque arrangements, are no 
longer tolerated by foreign 
investors. The countries that 

understand this will attract 
investment. 

This raises the critical 
issue of political leadership. 
Asia’s political consensus 
Mn pac on the maintenance 
of growth. That is now 
under threat. With many 
long-ruling leaders aging, 
and with other countries run 
by weak coalition govern- 
ments, politics will assume a 
higher profile than at any 
tune in the past 30 years. 

The hope must be that the 
crisis will produce the neces- 
sary response in terms of 
proactive leadership. If the 
first reaction to the eco- 
nomic crisis by many Asian 
leaders has been denial, the 


need to attract &feign“c^i: 
■Tal will eventual 7 fori*;* . 
■.’more rational resgmsrf. That 
transition may result in- a 
change of generation in 
political leadereHp in sev- 
eral ^countries Sbcti a 
change would fa ralcamed 

.-■by . the financial mariteft 

It win be hart for 198 to 
prove as disasters .for Asian 
stock markets as 1997. By 
the m! of tbfi 3rst -quarter, 
markets will begin to find : 
some support as current 
accounts move into «urp&£ 
and : currencias - stabilise. 
That will allow interest rates 

to start felDhg - jabeit .ih foe 

context of domestic reces- 
sions. North-east Asia wffl 
take longer tq recover since 
the crisis hit there later. 

Tfoere .wiK be concern "in 
1998 that nhfaa may fan i ft fo 
a Jbpaneae-styie liquidity 
trap, in tha t it wifi be uaaWe 
to adopt an easier monetary 
. stance to revive activity. The 
dependence, on external 
H demand to maintain eco- 
nomic growth, ui Uhina, 
given the deflationary ba&- 
drop there, w3l keep mar- 
kets focused cq t h e risk s' gf a 
fail. in the Chinese yuan, . 
. which would mark* the* not'' 
stage in tie region's compet- 
itive devaluation cycle. - 

That will iXL tttrn keep 
.pressure on the Hang Kgog 
dollar. The territory's mcaje- 
tary authorities will main- 
tain the peg to the US dollar, 
bd that means asset prices 
trill have to adjust down- 
wards in the' territory foa • 
greater extent than, the con- 
sensus expects. - *.. , 'V 

Hong Kong property prices, 
probably peaked last sum- 
mer for a decade, if not a 
generation. That is not as 
crazy a prediction - as :it 
sounds. The same was true 
for TOkyo and Seoul prop- 
erty prices, in 1990, and for 

Rangknk K uala T .nmpuf. and 

Jakarta a year ago. The rea- 
son for the collapse in prop- 
erty values will be the same 
in all these dries. Creditam- 
traction means wealth 
destruction. 


Christopher Wood 


The author is Asia and 
emergtngmarket strategist at 
Peregrine Securities arid 
wrote The Bubble Economy 
Japan's Economic Collapse 


Forecasts for the German 
and UK economies /will 
appear in a future issue 
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Asia hit by sovereign rating domination 


From Mr Alan Greene. 

Sir. Your excellent leader 
“Over-rated agencies" 
(December 24) may unfortu- 
nately have been missed by 
i many preparing for Christ- 
I mas. Sovereign ratings are 
I too high for several reasons. 
Sovereign analysts are usu- 
ally economists, more at 
home in the company tel the 
establishment and the 
media, and maybe forget 
that economies depend on 
ordinary citizens creating 
genuine wealth, and that not 
an markets either function 
like or are as liquid as Wall 
Street 

Seemingly, credit basics - 
such as ftaab is king — shall 
not trouble them when set- 
ting long-term ratings. 
Meanwhile, business pres- 
sures demand hi gh sover- 
eign railing s so that subse- 
quent bank and corporate 


ratings are not “too low” in 
the eyes of the paying 
issuers, enabling the devel- 
opment of the ratings busi- 
ness. 

Another consideration is 
that the actual level of rat- 
ing assigned is pretty imma- 
terial, as a sovereign default 
is normally a deferral of pay- 
ment and investors do get 
something back. Unlike com- 
panies, sovereign assets can- 
not be recovered (unless you 
have an army). 

Asian corporate ratings 
have moved relatively little 
because corporate analysis 
has far better groundings 
than sovereign analysis, as it 
is possible to make global 
comparisons on a range of 
operational data, as well as 
financial data, over a large 
population of entities. The 
countries with the worst 
problems - Thailand and 


Korea - are those that saw 
the largest pre-crisis gap 
between the sovereign rating 
and that of the leading non- 
state-related, private sector 
companies. However, there 
are few such corporates 
rated in Asia, and investors 
and banks have accordingly 
used sovereign and quasi- 
sovereign ratings to price 
deals or set country expo- 
sure limits. The “black art” 
tail of sovereign rating has 
wagged Asia’s corporate dog 
with disastrous results. 

Rating agencies may claim 
that their reputation with 
investors sustains them, but 
their prescribed role in capi- 
tal market regulations is 
their sole foundation. Protec- 
tion formulated far Unde 
Sam's markets in 1931 makes 
no sense in this age of global 
information technology, and 
the slow response for which 


agencies are Increasingly' . 
criticised is due to the mar- 
kets' better use of informa- 
tion. 

Furthermore* what is the 
relevance of default data 
accumulated fotha US to 
foreign ratings erf barely five 
years’ standing, particularly 
as the dollar baa not deval- 
ued by 50 per cent against 
itself? - • 

If investors want objective, 
cost-effective credit analysis, 
they mustpay again. ^ 
directly, for ratings. Perhaps 
existing, subscription-based ; 
market information provid- 
ers should generate ratings, 
rather than simply relay 
emissions from the ineuxn- . 
bent agencies. 


Alan Greene, 

7500 A Beach Road, 
The Plaza, . . 
Singapore 199591 


Parties to Turkish Cypriots deny their own rights 


corruption 


From Amtrax DoragL 

Sir, The anti-corruption 
convention recently signed 
by OECD ministers (“OECD 
nations sign pact”, Decem- 
ber 18 ) is a welcome step in 
stemming the tide of corrup- 
tion. especially In the third 
world. For several years the 
western world has lamented 
the ruinous effect of corrup- 
tion, routinely condemning 
poor nations whose leaders 
loot the treasury and make 
honest business transactions 
almost impossible in mast af 
the developing nations. 

’Rphhnri this lame ntati on is 
a huge cloak of hypocrisy. 
Much as we condemn bribe 
takers, we should equally 
rebuke those companies and 
countries that peddle the 
vice, induce the thieves and 
show them how to launder 
the dirty money. It is hoped 
that this convention wifi be 
faithfully implemented by ail 
the signatories. But how do 
we address those countries 
that readily act as the noto- 
rious and traditional bank- 
ers of the rogues? 


From Mr Pantos Pantides. 

Sir, fTOm Aziz Gulbahar's 
letter (December 22; in his 
capacity as chair man of the 
Council of Turkish Cypriot 
Associations (UK) there is a 
very positive message: his 
view that “the Turkish Cyp- 
riot community would bene- 
fit greatly from EU member- 
ship". 

It Is voices like his that 
will perhaps convince both 
Ankara and Rauf Denktash. 
the Turkish Cypriot leader, 
to change their hard stance 
on the Cyprus problem and 
EU membership. Mr Gulba- 
har is right to say that the 
Turkish Cypriots are not 
enjoying all the rights 
"bestowed upon them under 
the I960 treaties". This is 


because they are being 
enclaved in a self-declared 
pseudo^state In the occupied 
part of Cyprus according to 
their leadership's choice, 
against the i960 treaties 
which proclaim a united 
independent Republic of 
Cyprus. 

The Greek Cypriots, oa the 
other hand, have not only 
been denied “many of their 
rights" but the basic human 
right of freedom of move- 
ment in their own country: 
and literally under gun-point 
watch their properties being 
exploited by settlers . 
imported from Turkey In 
order to change the demo- 
graphic character of the 
island, and by fugitives from 
justice such as Asil Nadir, 


against international law . 
(according to the recent rul- 
ing of the European Court of 
Justice in the Tidna Lotn- 
dou v Turkey case). 

Justice will be restored 
when all the people of : : ' 
Cyprus, regardless of their 
ethnic origin, can enjoy 411 

the rights and benefits that 

EU membership, can provide 
and guarantee; and these' ere 
no more than or different; 
from what every European 
can enjoy. 


Pavios PavHdes, 
president. 

Democratic Cypriot Student 
Movement "Anageimisi" - 
(London), 

36 Spencer Avenue, . 
London N13 4TR, UK 


Objective is to facilitate free trade 


AminuDorayL 


From Mr Peter Belter. 

Sir, John Haven's letter 
(December 29) rightly sug- 
gests that the International 
Monetary Fund's recommen- 
dations an customs adminis- 
tration reform should facili- 
tate frade, and not intensify 
protectionism. 

They do. We never recom- 
mend, os Mr Raven tmpiiag. 


the routine opening of all 
Imported containers, but . 
rather hmlting physical 
inspections to the minimum 
necessary, at most 10 per 
cent of shipments. 

We urge that customs pro- 
cedures be simplified, that 
selective checking be based 
on risk analysis, and that 
there be post-release control. 


Thus, we aim to increase the 
efficiency of customs prone . 
dures, while facilitating free 
traded - 


Peter Haller, 
acring director, 
fiscal affairs department 
International Monetary 
Fund, 

Washington DC 20431, US 
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§998 in the 
crystal ball 


Typhoon id east 'Asia -. North 
; America and Europe feel barely' 
i a breeze, That, in a nutshell, is' 
[the .official view of the financial 
crisis that, has laid wake what 
"Was once the most dynamic part 
of the world economy. It is a 
"comforting ■ view! It is not 
implausible.' But it is also not 
i the only possibility- ' . 

Just" before Christinas, the 
"International . Monetary Fund 
rushed out an interim .World 
Economic Outlook, only three 
months" after its last one. As it 
baldly, admits, "IMF staff did 
! not forecast the recent crises”. 
That failure,, almost, universally 
shared, has done more than 
| necessitate revisions; it has 
demonstrated that in. turbulent 
.times all forecasts are hugely 
uncertain. ' _ " : 

Yet, in the staffs view, little 
change to the forecasts Is 
( required for the principal 
advanced economies, other than 
Japan., The US economy is now 
I. 1 forecast to grow 2.4 per cent In 
] 1998, marginally down from the 
( 2.6 per cent forecast in the Octo- 
ber WEO, but above the 2 2 . per " 
cent forecast in May; The Euro- 
( pean Union’s economy is fore- 
I cast to grow 2 .7 per cent next 
year, little below the 2.8 per 
i cent forecast in October and the 
2B per cent in May. 

Similarly, in its December 
Economic Outlook, the Otgani- 
J sation for. Economic' Co-Opera- 
tion and Development forecast 
US economic growth , at 2.7 per 
( cent and the EU’s at £8 per cent 
; neat year. The OECD produced 
these cheerful forecasts even 
though the direct effect of the 
crisis was forecast to be a reduc- 
tion of 0.7 per cent of US gross 
- domestic product and 0,8 per 
cent of the ElTs in 1998.. 

Strong momentum • 

How. then, is the adverse 
impart expected to “be offset? A 
part of the answer lies in.lhe 
unexpectedly strong momentum 
of the' "advanced economies, 
except Japan!- Another part lies 
in the drflationary effect of the 
crisis. The, monetary authorities * 
of the tlS and EU win how be 
able - indeed required - to fol- 
low a relatively relaxed mone- 
tary policy. Given strengthen- 
ing fiscal positions,' the result 



year s 




[The rntrodnction by'. the, Basle 
[ Cdmxoittee of new standards for 
measuring bales’ market risk is 
a significant Tstep ' forward for 
I banking superidskm. The new 
■standards mark the first, time 
that supervisors have allowed 
banks to. use their internal risk 
I management models to . calcu- 
late how 'much capital, they 
! need as a; cushion, rather than 
1 applying a centrally determined 

! formula. - ‘ 

Asia's . cinrency turmoil has 
.wrought .merry havoc- with the 
historical volatilities that form 

( the basis for measuring market 
risk, but the stress testing of 
the past three months' has not 
i -invalidated the^henefits • such 
i models can bring. ' 

The riewTruIes, which Came 
into effect yesterday^should 
enable banka with large trading 
operationsta bring their: regula- 
tory capital info more . accurate 
alignment '.with their own 
assessment .of how much capital - 
they need to coyer trading risk 
although EU banks will have 

to wait at IraSt another year. 

Supervisors cannot, - however, 
abdicate regulatory 'responsible 
Ity. They shouldextend the 
mod- 
els only- to the handful’ of banks 
that can :damohstinte/tha^ , 

have -the appropriate . manage- 
ment sophistication . and . con- 
trols. They must 1 also ensure 
that their own staff possess the 
necessajy 4e<duncal-. skills. to 
evaluate' tire use of models’ by 
the banks in thrfr chmgfc ’1 

Press ahead - '-T'i? 

i'^The "Baste Ckanmitt^'.^ould 

I now. press .'ah^id itp. aUawthe_ 
application toL; : sm^ar. j i^tiie- r 
matical techhiq ues to ' credit 

t riskw. which represents: by: far 
the most *. khporfent", riskcater’ 
gmy for tiffi baiildDg systein- ..; 

-fo'-say 1 fcdf Jthfe 

[original Basle; capital adequacy \ 
ratio/whidh reqtdres . baaks to 
Bold n^ltal eqplv^ent to .8 'per . 

■ cent of'thaff . risk- weighted 
krfksets, ha^nutUvhd Ats useftib-. 
(ness. The ratio.; simplistic 
"though - be, pEovMes;.a , 
valuable foternatiopal bench- . 
mark for.fcai^^ 

; couhtri^'wbe^^ per cent 


"capital adequacy ratio has 
proved insufficient, such as 
Japan, the fault, lies not with 
the ratio itself, but with the fail- 
ure of auditors and supervisors 
to insist that bad debts are writ- 
ten off promptly. 

But use of a formula has 
begun to have perverse effects. 
The danger is. not so much of 
undercapitalisation as that 
banks’ Incentive to innovate 
and improve : their own risk 
management systems . will be 
stifled. . 

Credit grades 

With duly .five different risk 
: categories, the; Basle ratio does 
: n6t"aUow enough differentiation 
7 between credit grades. A syndi- 
cated loan -to a. - blue chip ccan- 

• pany is treated exactly the same 
as a retail customer’s overdraft 
Mare egrqgfoarfy. loans to Kor- 
ean banks axe- treated, by virtue 
of membership of the Organisa- 
tionfor Economic Cooperation 

• and. Development,, as carrying 
one, fifth of the risk of a US or 
UK corporate . . . 

Ir Would be ’ going too far to 
blame the erOSiaii of emerging 
. market’ interest rate premiums, 
before the correction" of "the past 
three months, .' on the Basle 

ratios; buLihere is same evi- 
dence that by penalising" better 
quality credits the rules- have 
helped to drive banks into risk-- 
. ier categories of debt 
: • Moreover, the Basle rules take 
inadequate ' account of- the 
reduction in risk produced by a 
well aiversifiied loan portfolio or 
tor relatively 'new instruments 
such as credit' derivatives. 
Although credit risk models are 
ptUi Rvpgrirrf pnt^i , they have the 
'potential -to address aD three of 
rii?se deflaeritaes. 

Credit risk models are stiff at 
a more .^p^unental stage than 
market risk models. There may 
be.no ZBO^e foan 30 banks today 
with the sophistication and dis- 
cipline to construct and apply 
such_ models 'effectively. But 
thosefew that aKfpassthat test 
should hot .be held back by 
BasIe T s;Hj-year^rid credit risk 
rules from deyelopiag and using 
techniques that could greatly 
improve the sis$ay of the inter 
national banking system. • 




Europe’s telecommunications monopolies now face unfettered 
competition in all areas of their business, says Alan Cane 

Ring in the new 


will below short; and long-term 
interest rates and strong growth 
in domestic demand. 

Is the conclusion, then, that 
the storm has blown little harm 
and even some good to the 
advanced economies, except 
Japan and Korea? Maybe, but 
not certainly, is the answer. 

What must give "pause is this 
unexpected crisis itself. 
Between May and December the 
IMF has revised downward its 
forecast economic growth for 
1998 by 18 percentage points for 
Japan, 33 percentage points for 
Korea, 5.4 percentage points for 
Indonesia and Malaysia, and 7 
percentage points for Thailand. 

Examine the causes 

Forecasting the timing and. 
scale of such events is impossi- 
ble. But the causes must be 
examined. Between 1992 and 
1996 net private capital flows to 
Asian developing countries 
jumped from $21bn to lOlbn. 
Last year, forecasts the IMF, the 
Dow fell to $34 bn. 

What caused the inflow was 
largely the search for better 
returns by investors made 
insensitive to risk and hungry 
for profit by the western bull 
market. As usual, mania ended 
in panic. So far; at least, this 
panic has been limited. But it 
could spread. 

' In most western markets equi- 
ties remain expensive by histor- 
ical standards. At present the 
decline in long-term interest 
rates- Induced by a global flight 
to quality is supporting equity 
prices, despite worsening pros- 
pects for corporate earnings. 
The big question, for 1998 is 
whether adverse events will per- 
suade ; investors ; to reconsider 
some of the risks they are run- 
ning at home. 

. A cheerful tale can still be 
told for North America and the 
EU. Perhaps it is the most likely 
one. But uncertainties are now 
huge. This crisis can spread, not 
just to other emerging econo- 
mies, but more deeply in Japan; 
and .it can break out in other 
advanced countries. The timing 
of such typhoons can never be 
predicted.- But nobody looking 
at today's financial picture can 
be sure one will not strike, more 
centrally, in 1998; 


T he last of the barriers 
that have shielded 
Europe's monopolist 
telecommunications 
operators for more 
than a century were torn down 
yesterday. An era of tooth-and- 
claw competition should now 
replace one of cosy collaboration. 

European Commission deci- 
sions have gradually cleared the 
way for unfettered competition in 
Europe's $200bn market First, in 
the mid to late 1980s, it was the 

turn of telecoms equipment, data 
communications and mobile tele- 
phony. Since yesterday, the 
lucrative fixed-line voice business 
has also been prized open. 

Only the UK, and to a lesser 
extent Sweden and Finland, had 
already liberalised their telecoms 
markets. The UK is the mode) for 
the changes the Commission 
wants to see implemented 
throughout Europe. In the UK, 
more than 50 licensed operators 
compete with British Telecom- 
munications, the former monop- 
oly operator, in a tightly regu- 
lated market that ensures equal 
- or even privileged - access for 
the new rivals. 

The result, says Don Cruick- 
shank, the UK regulator, is "an 
increasingly competitive market 
for telecommunications with a 
wide range of products and ser- 
vices Sowing across a mosaic of 
interconnected networks". 

That model will now serve the 
rest of Europe where operators 
will be free to challenge incum- 
bents on their own soil If they 
choose to do so, they can build 
their own networks and connec- 
tions to customers. Foreign com- 
panies will also be able to take 
unlimited stakes in domestic 
operators, subject only to 
national security concerns. 

This will provoke a struggle for 
market share of unprecedented 
savagery, reminiscent of that fol- 
lowing the deregulation of the US 
airline business. “There are hun- 
gry wolves out there licking their 
bps at the prospects of the juicy 
morsels to be had when Europe is 
opened up and its soft underbelly 
exposed,” says Alfred Moekett, 
managing director of BTs global 
business. 

Until recently, many had 
doubted that such wide-ranging 
changes would ever be forced on 
an industry populated by over- 
weight, inefficient - but hugely 
profitable - giants with no taste 
for competition. Now that liberal- 
isation has been pushed through, 
the mood among the host of 
fledgling companies formed to 
exploit the opening of Europe's 
telecoms markets is optimistic. 
“This opportunity Is real'’ says 
David Oertle. chief executive of 
Esprit Telecom, cere of the fastest 
growing newcomers. 

' - The beneficiaries will in the 
short term, be telephone users. In 
the long term. Europe itself 
should profit as business benefits 
from cheaper operating costs and 
access to rapidly changing tech- 
nology. A high-priced, inflexible 
Europe would also run the risk of 
being bypassed as a regional 
communications “hub", a routing 
point through which global oper- 
ators direct telecoms traffic. 

Business customers can expect 
to see the cost of long-distance 
and international calls fall 
sharply as competition bites. 
Charges for leasing lines from 
operators to create company-wide 
networks should also fall signifi- 
cantly. At present, monthly 
rental of a leased fine between 


Stockholm 

shuffle 

ii : The year-end management - 
reshuffle at Investor, the main ; 
f investment vehicle of Sweden's 
■ V Wafirffoexg industrial empire. 

has shed liltle tight on which 

member of tbe famous business - 
. family wifi emerge as anointed 
'successor to 70-year-old 

'patriarch Peter' Wallenberg. 

■7 The credentials of Jacob 
' Wallenberg. Peter’s son, appear - 
to have been enhanced by the 
derision to appoint him to 
Investor’s management gro u p. * 

• The petition, which be offidafly 

- tods up yesterday, ncatiy ■ 
augments his role as chairman 
'-of Skandmaviska Enskflda - 

;Banken* the Wallenberg • r . .. 
financial flagship, a nd his board 

VseatfitStora, the - 

vLwestoa^ttffifrtto 

Pundifam-Sfo^^ . 

: : however, print out that he feces 
; strong competition ^frcun Marcos 
WaDenbeig* bis highly rated 
cousin, who was appointed in 
Jday as chief fmawrial offi cer " 
and deputy chieT executive of 
Investor, as well as befog 
' rice-riiainiian of Saab Aerospace 
aad a board member at Asha," 
tte Swedish drugs group. 

••= “Marcus is extremely talented, 
although he may be CFO for 
only a limited period so be can 

- get some dirt under his 
fingernails." says one Investor ■ 



Paris and Rome costs about 
$67,000. In the US. which has had 
competition in long-distance tele- 
phony for more than a decade, 
the cost of a line between Chi- 
cago and New York, roughly the 
same distance, is only $6,000. 

Residential customers will also 
benefit, although the effects are 
likely to be more gradual The 
price of local calls could even 
rise, since monopoly operators 
have traditionally subsidised 
local calls and domestic line rent- 
als from their long-distance and 
international businesses. 

With the advent of full compe- 
tition. they are already “rebalan- 
cing” their prices, raising domes- 
tic charges and cutting long- 
distance and international rates. 
This helps them retain business 
customers, but has already 
proved politically sensitive in 
Italy, France and Germany. 

Such considerations notwith- 
standing, the Commission could 
not resist commercial pressures 
to liberalise. It has become 
acutely aware of Europe’s vulner- 
ability to the rapid technological 
and regulatory changes convuls- 
ing the $600bn global telecoms 
business. While individual gov- 
ernments profit handsomely from 
the tariffs that can be imposed by 
state-owned monopolists, busi- 
ness suffers the double burden of 
high call charges and lack of 
choice, quality and innovation. 

The UK took the final step in 
liberalising its domestic market 
last year, allowing competition in 
international services with the 
aim of becoming a hub for inter- 
national traffic and attracting up 
to £5bn <$8-25bn) in investment. 
More than 50 companies were 
awarded licences to compete with 
BT and Mercury (now part of 
Cable and Wireless Communica- 
tions). 

This model should now take 


hold across Europe where former 
monopoly operators, such as 
Deutsche Telekom and France 
Telecom, will face competition 
from a variety of sources: 

• At a global level, European 
operators will compete with each 
other for the business of large 
international groups. None of 
them Is sufficiently large or well 
positioned to compete alone, and 
all have consequently formed 
global alliances to defend their 
borne markets and extend their 
reach overseas. 

Tbe oldest alliance. Unisource, 
is a Joint venture between KPN 
of the Netherlands, SwissCom 
and Telia of Sweden. In 1996 it 
established a new joint venture. 
AT&T-Unisource, with tbe larg- 
est US long-distance operator. 

Global One is a joint venture 
between Deutsche Telekom. 
France Telecom and Sprint of the 
US, while Concert Communica- 
tions is jointly owned by BT and 
MCI of the US, with small stakes 
held by Telefonica of Spain and 
Portugal Telecom. (MCI has 
agreed to be acquired by World- 
Com of the US and. on the con- 
clusion of that deal, BT will buy 
back the MCI stake.) 

• In their home markets, former 
monopolists will face new 
national operators and partner- 
ships between local companies 
and overseas groups. In Ger- 
many, for example, Deutsche 
Telekom will take on O.teLO. a 
partnership between the indus- 
trial groups Veba and RWE, as 
well as Viag fnterkom, a 50:50 
joint venture between the elec- 
tricity utility Viag and BT. Man- 
nesmann Arcor, a consortium 
including AT&T, Unisource, 
Deutsche Bank and Airtouch, the 
international mobile operator, 
makes up a third force. 

France Telecom will have to 
contend with Cegetel, a joint ven- 


ture between Gen6rale des Eaux 
and BT, as well as 9 Telecom, 
established last month by Bouy- 
gues. the French construction 
group. Veba of Germany and 
Telecom Italia. 

BT, profiting from its 13 years’ 
experience of competition, has 
proved the fleetest of foot among 
European operators in establish- 
ing partnerships and joint ven- 
tures abroad. 

• European companies will also 
have to fight off competition 
from new operators, often US- 
backed. Companies that have 
already joined battle in the UK 
include ACC Long Distance, Colt 
Communications, Esprit Tele- 
com. WorldCom. RSL Communi- 
cations and Teleport 

I n spite of such heightened 
competition, the common 
view Is that incumbents 
will yield market share 
only slowly. Typically, 
they might be expected to lose 
between 25 and 35 per cent of 
market share over 10 years. BT 
has lost just 30 per cent In 13 
years, although open competition 
has existed only for five. 

Incumbents retain most of the 
advantage. They own the only 
comprehensive, nationwide net- 
work, forcing competitors to pay 
fees to have their calls transmit - 
ted. This charge, the interconnec- 
tion rate, is critical since it con- 
stitutes tbe greater part of a 
competing operator's overheads. 

Interconnection rates are high 
and vary widely across Europe. 
The UK and Germany are the 
only countries to have set rates 
within the Commission's recom- 
mended limits. Ovum, tbe Lon- 
don-based consultancy, argues 
that generally high interconnec- 
tion charges will prove a potent 
inhibitor to competition. 
Challengers can always build 


their own network. Electricity 
distributors and railway opera- 
tors are proving popular partners 
because of tbe instant infrastruc- 
ture they provide. Energis in the 
UK, for example, built a national 
network at low cost by winding 
fibre optic cables around the 
lines of the National Grid. 

But there are limits to bow 
much new infrastructure can be 
built. Jeremy Boardman, tele- 
coms specialist at N.M. Roths- 
child, the investment bank, 
believes there will be a rush to 
create new infrastructure, lead- 
ing to overcapacity. “When prices 
collapse as a consequence, own- 
ing infrastructure will not seem 
so attractive.” 

Incumbents can also hamper or 
obstruct competitors by using 
methods that run counter to the 
spirit of fair competition, not to 
say ones that are downright ille- 
gal. Interconnection agreements, 
for example, can take several 
months to settle, while technical 
information and services are 
often withheld. Consumers can 
be discouraged from switching 
service provider if telephone 
numbers are not transferable 
between one operator and 
another. In France. Cegetel is 
complaining its fixed line service 
will start a month late because 
France Telecom has not provided 
adequate test facilities. 

Liberalisation is all very well 
But if free competition is truly to 
be created, it must be accompan- 
ied by strong regulation to 
ensure that all participants - 
including incumbents - play fair. 
While the rules for liberalisation 
are now common across Europe, 
those for regulation are not. This 
anomaly could threaten Europe's 
position in the emerging informa- 
tion society. The Commission 
made a bold start yesterday. Now 
it needs to finish the job. 


B S E R V E R 


insider. The “boys", as Peter 
Wallenberg calls the middle-aged 
cousins, find tbe speculation 
. about who will emerge with the 
upper hand mildly distasteful 
Jacob, .the more gregarious, says 
b&has plenty to do at 
SE-Banken following its recent 
merger with insurer 
' Trygg-Hansa. Marcus is said to 
have his hands full with 
Investor’s new investments and 
the restructuring of Saab. 

Both are already board 
members at Investor, and 
neither appears hungry for the 
top job. which was handed by 
Wallenberg senior last year to 
Percy Bamevik. chairman of the 
Swiss-Swedish engineering 
group ABB. 

"Bamevik is the group's best 
ambassador and they both know 
it," says one colleague. “There is 
no tussle going on.” We shall 
see.' 


Tasovsky - is sworn In today 
and is stuffed with former 
diplomats. 

The Francophile foreign 
minister Jaroslav Sedivy, 
recalled from the Brussels 
embassy, is joined by Karel ' 
Kuh.nl. former ambassador to 
London, who becomes industry 
minister. Martin Stropnicky 
swaps the Rome embassy for the 
culture ministry while defence 
minister -MtchaLLobkowicz was 
once chef da cabinet at the 
foreign ministry. Interior 
minister Cyril Svoboda was once 
a deputy foreign minister in 
charge of EU affairs. 

This should ensure that EU 
external affair s commissioner 
Hans van den Broek will not 
have to remind a Czech premier 
in public - as he did with Klaus 
- that it is the Czech Republic 
which is trying to join the EU. 
not the other way round. 


Diplomatic corps Industrious Levy 


■. Officials of tbe European 
Union, Mato and assorted foreign 
ministries .will no doubt he 
relieved that they won’t get any 
more honoring lectures about 
thrfr shortcomings from Vaclav 
Klaus, the caustically 
Eurosceptic es-prime minister of 
the Czech Republic. 

The new cabinet of Klaus's 
successor - soft- 
spoken and cautious former . 
c entra l bank governor Josef 


■ The French government says 
it has been trying to bring a new 
spirit of independence to the 
CDR, the state organisation 
charged with salvaging 
something from the legacy of 
mismanagement at CrScQt 
Lyonnais, the bail-out of which 
is likely to cost the taxpayer 
more than FFrisoba <$25bn). 

Dominique Strauss-Kaha 
Socialist economics, finance and 
industry minister, has attacked 


" implicit or explicit" 
interference by previous 
centre-right ministers, and has 
made a number of changes. One 
of these was to appoint 
Raymond Levy as the head or 
the CDR. 

Much has been made of Levy's 
track record in companies such 
as Elf, Renault and Lagardere. 
Curiously, Who 's Who in France 
doesn't mention another of 
Levy’s former positions - as a 
member of the Credit Lyonnais 
board through Its period of 
heady expansion In IS8S-93. 


Blue Christmas 

■ A departmental boss at one of 
Europe’s largest hanks deputed a 
junior to send out the team's 
seasonal greetings by e-mail. A 
colleague had just received a 
jolly e-mail showing an 
animated Santa Claus dancing 
on the mantlepiece, so this was 
duly dispatched to more than 100 
colleagues around the world, 
including very senior managers. 

It didn't take long for the 
responses to arrive. “How dare 
you send out this obscene 
drivel?" was about as calm as it 
got All the junior could see 
were the words “Ho Ho Ho", but 
the recipients were hearing 
Santa curse Christmas with 
every imaginable epithet- The 
hapless sender will be scouring 
the January sales for a sound 
card for his PC. 


50 years ago 

French Levy BUI 
Paris, 1st Jan. The second 
reading of a Bill providing for 
a special levy or alternative 
compulsory loan had to be 
adjourned by the National 
Assembly last night until 
to-morrow morning owing to 
the adamant artitude of both 
Right and Left opposition 
parties, which mustered a 
slight majority against the 
amendments adopted by the 
Council of tbe Republic 
(Upper House). The efforts 
made by M. Mayer, Finance 
Minister, to overcome 
hostility towards these 
amendments, which largely 
restore the Government’s 
original draft Bill were 
unsuccessful as Deputies 
clearly had one eye towards 
their constituencies in view of 
possible general elections this 
year. 

Bank Of America 
Advertisement- "Now open to 
serve you in Tokyo ... a 
new Bank of America branch. 
Bank of America is pleased to 
announce the opening of its 
new Branch in Tokyo, Japan. 
This Branch is fully prepared 
and equipped to proride ail 
banking services now 
permitted in Japan. The new 
Tokyo Branch and the Manila 
and London Branches of Bank 
erf America provide a direct 
banking service? between the 
United States of .America, 
Europe and important Far 
Eastern markets. 
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Redenominated banknotes in scarce supply 

Russians see little of 
note in new rouble 


By John Thornhill in Moscow 

Russia greeted the new year 
with a new rouble - although 
it was all but impossible to 
find any redenominated bank- 
notes in Moscow’s deserted 
city centre yesterday as the 
natioa nursed its collective 
hangover. 

In an attempt to restore con- 
fidence in the domestic cur- 
rency, signal the ddath of high 
inflation, and simplify finan- 
cial transactions, the central 
bank lopped three zeros off the 
rouble from midnight on 
Wednesday and released new 
banknotes. But to ease the 
transition both the old and the 
new roubles will circulate in 
parallel throughout 1998. 

The potentially confusing 
redenomination did not appear 
to be causing Ivan Popov too 
much trouble yesterday as he 
hawked a few bottles of beer 
on a ramshackle table in a 
snowstorm outside the Kuznet- 
sky Most metro station. 

"A bottle of my beer costs 
Rbs5,000 of old money or Rbs5 
of new,” he said. In spite of 
giving the impression that he 
bad consumed more of his 
product than he had sold. 


"We're only swapping one 
piece of paper for another. 1 
don’t see what all the fuss is 
about.” 

The few shops and restau- 
rants open In Moscow on Rus- 
sia’s most enthusiast! callj- cel* 
ebrated holiday were all 
complying with the central 
bank's dictate that they must 
signal prices in both the old 
and new style. 

For example, the giant, 
green furry hippopotamus on 
sale in the Seventh Continent 
foods tore, next to the security 
service's dreaded headquarters 
on the Lubyanka, was adver- 
tised at a price of both 
Rbsl.22a.000 and Rbsl.228. 

But the cashier at the store’s 
currency exchange said she 
had not yet seen the new notes 
and did not expect to receive 
any until January 5. when the 
banks re-opened after their 
prolonged winter break. 

The central bank has 
already distributed the new 
banknotes to commercial 
banks in Russia's 88 regions, 
excluding Chechnya, and will 
steadily release more into cir- 
culation as it withdraws the 
6.5bn old banknotes. But even 
automatic telling machines 


were still issuing old bank- 
notes yesterday in spite of sig- 
nalling transactions in the 
new denomination. 

Suspicion of currency 
reforms runs deep in Russia as 
both the Tsarist and Soviet 
central banks periodically 
swindled the population out of 
their savings by tampering 
with the currency. 

Several Russians yesterday 
said they had already noted a 
slight increase in prices ahead 
of the redenomination, 
although the financial author- 
ities swear the monthly Infla- 
tion rate was steady at less 
than 1 per cent In December. 

But the manager of Fudzi 
San. one of Moscow’s fashion- 
able sushi bars, on Neglinnaya 
street, where the central hank 
has its headquarters, was an 
enthusiastic supporter of the 
redenomination as a mearm of 
simplifying business. 

“We were dealing with silly 
figures.” he said, pointing to 
the prices on his lavish menu. 
’’You bad to be a bookkeeper 
to understand bow much a 
portion of fish cost. Hie young 
may have got used to it but it 
was all very difficult for the 
old.” 


Latest killing strains 
Ulster peace process 


By John Murray Brown 
in County Tyrone 

The Northern Ireland peace 
process was under renewed 
pressure last night as the Loy- 
alist Volunteer Force, a small 
pro-British Protestant paramil- 
itary group . claimed responsi- 
bility for the New Year's Eve 
murder of a Catholic at a 
north Belfast bar. 

The banned group vowed to 
continue to avenge the death 
of Billy Wright, its leader, who 
was gunned down last week- 
end inside the top security 
Maze prison by republican 
inmates. Fears were increasing 
or further reprisal attacks for 
Mr Wright's murder. 

As politicians and church 
leaders condemned the third 
paramilitary killing in a week, 
there was speculation that one 
of the larger pro-British loyal- 
ist groups that officially is 
maintaining its ceasefire may 
have co-operated with the two 
gunmen who fired at the Clif- 
ton Tavern, killing one man 
and injuring five others. 

Billy Hutchinson of the Pro- 
gressive Unionists, the politi- 
cal wing of the outlawed Ulster 
Volunteer Force, said be could 
not categorically rule out 
involvement by the UVF. the 
dominant paramilitary group 
in north Belfast. 

“If it does turn out to be one 


of the mainstream organisa- 
tions. the ailing [talks] process 
we have at the moment will be 
completely collapsed,” he 
warned. 

Mr Hutchinson said the 
LVF, founded by Mr Wright 
when he was expelled from the 
UVF. was unlikely to have 
enough support in north Bel- 
fast to have carried out the 
New Year's Eve attack. At Mr 
Wright’s funeral on Tuesday 
the LVF pledged to "widen its 
theatre of operations". 

Security officials believe it 
likely the latest murder may 
have been conducted with tacit 
UVF support. Any involve- 
ment by the UVF would 
increase the danger of a return 
to full-scale sectarian violence. 

The New Year’s Eve murder 
followed the killing of a Catho- 
lic doorman at a County 
Tyrone hotel, also in retalia- 
tion for Mr Wright's death. 

The government faced addi- 
tional difficulties last night as 
the UK Conservative opposi- 
tion stepped up its criticism of 
the government’s handling of 
the crisis. 

On Tuesday, the UK govern- 
ment appointed Sir David 
Ramsbotham, inspector of pris- 
ons for England and Wales to 
investigate the Maze regime. 
Andrew Mackay. opposition 
Northern Ireland spokesman, 
called for an independent 


inquiry. ’‘Anything less will 
not restore the public's confi- 
dence in the political process 
or the prison service and secu- 
rity arrangements in the prov- 
ince,” he said. 

The crisis coincides with 
unionist criticism of the gov- 
ernment’s concessions to keep 
republicans in the talks. 

Robin Eames, the Church of 
Ireland primate, said: “The 
vast majority of people in the 
protestant community have 
absolutely nothing to do with 
sectarian violence. They shun 
it. they condemn It, they abhor 
IL But there is a very deep 
feeling of resentment at the 
moment, which worries me.” 

However, Sinn F6in. the 
IRA’s political wing, accused 
protestant politicians of sub- 
verting the peace process. 
’’The loyalists are dcdng what 
they always do when they are 
faced with having to do a deal 
with nationalists - they Intim- 
idate and terrorise and kill 
ordinary Catholics. But it 
won't work.” said a Sinn Ffiin 
officiaL 

Nationalists will be on their ' 
guard for further loyalist 
attacks today as football fans 
gather around bar and pub 
televisions to watch Glasgow 
Rangers Football dub take an 
rivals Celtic in what is seen in 
Belfast as a match between 
Protestant and Catholic teams. 


Nike says 
‘I Can’ as 
slogan just 
doesn’t do 
it like it did 


By rachard Tomkins 

in New York 

One of the best-known 
catch-phrases hi world adver- 
tising. NQce’s Vast Do It”, is 
to be wound down because the 
US sports shoe company has 
decided the slogan just doesn’t 
do it like it did. 

Ten years after its creation 
by US advertising agency Wie- 
den & Kennedy, the phrase is 
being replaced by the softer, 
simpler “I Can”, which was 
aired for the first time on US 
television yesterday. 

The new slogan sits uncom- 
fortably with NQce’s own per- 
formance, which has fallen far 
short of shareholders’ expecta- 
tions. Two weeks ago it 
announced that net profits 
had slumped by 20 per cent in 
tile quarter to November and 
warned of troubles to come. 

Nike appears to be hoping 
the change will improve its 
image - and sales - by put- 
j ting some .distance between 
the company its troubles 
of the last few months. 

The “Just Do It ” slogan was 
born in 1988 when, according 
to company lore, an advertis- 
ing executive told Nike staff: 
“Yon Nike guys, you just do 
it.” At the time, it suited the 
brash, rebellious image the 
company wanted to project 

More recently that image 
has backfired because of bad 
publicity over several ugly 
incidents, such as the boxer 
Mike Tyson’s ear-biting and 
an assault by the basketball 
star Latrell Sprewell on his 
team’s coach. 

In December Philip Knig ht, 
Nike’s chairman and chief 
executive, said the slowdown 
in orders for Nike shoes was 
due in part to an attitude of 
“sports negativism” caused by 
incidents such as these. 

Nike has also run into bad 
publicity following allegations 
that workers suffered poor 
conditions in factories run by 
overseas subcontractors mak- 
ing Nike products. 

This week Nike said that, 
although the “Just Do It” slo- 
gan would not entirely disap- 
pear, it would be largely 
replaced by the “I Can” 
theme, particularly in the US. 

“At a time when cynicism in 
sports is at an all-time high, T 
Can’ is an effort to return to a 
focus on the positive,” said 
Bob Wood, Nike's vice presi- 
dent for US marketing. 

The new commercials fea- 
ture children and amateur 
athletes rather than ear-biting 
superstars, and end with the 
company’s name instead of Its 
trademark “swoosh”. 

But the swoosh is not about 
to disappear. It will still 
appear on posters and 
T-shirts: and whatever else 
might happen, It will continue 
to adorn those loyal Nike 
employees who have famously 
had it tattooed on their legs. 
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Europe today \ 

Rain will move north and east \ 

across Scandinavia, turning to snow \ 
in the north and over the mountains. \ 
The Low Countries, Germany, 

Austria, Switzerland and France wiH \ 
have rain and showers, heavy at \ 

times. 

Spain and Portugal will be generally \ 
sunny In most parts, despite the - ' \ 

odd shower. 

The western and central 
Mediterranean may have occasional \ 
showers but the east will be mainly - 

dry. 

The Balkans win be mostly dry, with — 
fust the odd shower amid spells of r °. 
sunshine. Eastern Europe will be 
generally cloudy with snow in many 
areas. 

Five-day forecast 

The weather will remain very 
changeable across Europe. Deep 
low pressure systems will sweep in 
from the Atlantic bringing rain and 
gales to many parts. Between the ’ 

spells of rain ft will turn cold and 
showery. : y - 
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TODAY'S TEMPERATURES 


Situation midday. Temperatures maximum for day. Forecasts by PA WBBth&C&tira 


Abu Dhabi 
Accra 


Amsterdam 

Athens 

Atlanta 

a Alms 

B.ham 

Bangkok 

Barcelona 


Maximum/ 
Geidus/ 
Fair 25 
Pair 33 
Fair 18 
Shower 8 
Fair 16 
Sun 14 
Fair 28 
Shower 9 
Fair 34 
Fair 17 


Belgrade 

Bonn 

Bermuda 

Bogota 

Bombay 

Brussels 

Budapest 

C.hagen 

Cairo 

Caracas 


Sun 3 
Shower 7 
Cloudy 13 
Shower 6 
Shower 21 
Fair 18 
Sun 31 
Shower 7 
Shower 7 
Drzzl 4 
Fair 20 
Fair 30 


Cardiff 

Casablanca 

Chfcago 

Cologne 

Dakar 

Dates 

Delhi 

Dubai 

DubSn 

Dubrovnik 

Edinburgh 

Faro 


Shower 9 
Fair 18 
Cloudy 7 
Shower 10 
Ft* 27 
Ram 21 
Sun 20 
Fair 26 
Shower 6 
Rain 15 
Shower 9 
Drzzl IB 


Frankfurt Shower 6 
Geneva Rain e 


Gibraltar 

Glasgow 

Hamburg 

Hetsinkf 
Hong Kong 
Honolulu 
Istanbul 


Fair 10 
Rain 8 
Rain 8 
Snow 0 
Fak 22 
Fair 28 
Sun 11 


More and more experienced travellers 
make us their first choice. 


Lufthansa 


Jakarta Thunder 33 
Jersey Ram 11 

Johannesburg Rain 19 
Karachi Sun 27 

Kuwait Fair 17 

L Angelas Showarlfl 
Lae Palmas Cloudy 22 
Una Cloudy 29 

Lisbon Shower 16 


London 

Lux.bourg 

Lyon 

Madera 


Shower 9 
Ram 5 
Stein 12 
Fair 19 


Madrid 

Majorca 

Mate 

Manchester 
Man 8a 
Mafeouma 
Mexico City 
Miami 
MXon 
Montreal 
Moscow 
Munich 
Nairobi 
Naples 
NSSSJUJ 
New York 
Nice 
Nicosia 
Oslo 
RMs 
Perth 
Prague 


Fair 11 
Fair 18 
Edrie 
Shower 9 
Far 29 
Fair 22 
Cloudy 24 
Fair 25 
Raki 8 
Cloudy -2 
Cloudy -2 
Cloudy 7 
Thunder 24 
Shower 17 
Fair 24 
Sun 7 
Shower 14 

Fair 18 
Rain 2 
Shower 3 
Sun 30 
Cloudy 4 


Rangoon 
Reykjavik 
Rto 
Roma 
S. Freca 

Seoul 

Singapore 

Stockholm 

Strasbourg 

Sydney 

Tangier 

Tel Aviv 

Tokyo 

Toronto 

Vancouver 

Venice 

Vienna 

Warsaw 

Washington 

Wellington 

Winnipeg 

Zwtch 


Sun 33 
Rain 8 
Thunder 28 
Shower 16 
ShOWBT 14 
Showsr 4 
Thunder 31 
Rain 4 
Rain 8 
Fair 30 
Fir 17 
Fair IB 
Far S 
Cloudy 7 
Cloudy 2 
Ram 10 
Cloudy 6 
Rain 3 
Sun 9 
Far 20 
Cloudy -7 
Shower 6 


Laying down 


Despite years of preparation, 
yesterday’s opening of the Euro- 
pean Union’s telecommunications 
markets leaves much undone. 
Allowing full foreign ownership of 
national carriers and competition in 
fixed and mobile telephony, services 
and in f r a &t r ii ctare is a good start 
But a coherent regulatory frame- 
work is still at an early stage in 
many countries. Only with this in 

place other constraints on com- 
petition, such as high interconnec- 
tion rates and lack of number porta- 
bility. be tackled in earnest. 

For incumbent operators, the 
move from an era of monopoly to 
one of competition should mean 
greater focus on lowering costs and 
on striking the right balance in pri- 
cing different services. Cross- 
subsidies will be unsustainable. UK 
companies such as British Telecom, 
which have had longer to adjust 
their tariff structures to such com- 
petitive pressures, should be less 
vulnerable than cosseted continen- 
tal monopolies. But all will find 
that m aintaining high market 
shares involves paying often novel 
attention to perceptions of their 
brand and service. Maximising 
economies of scale with a broad 
range of products will also be essen- 
tial. Competition from innovative 
companies such as Colt and World- 
Com that cherry pick lucrative 
niches, as well as firm established 
groups, such as Veba and Generate 
des Eanx. will inevitably lead to 
domestic price erosion. While this 
will be good for consumers and the 
single market, it will be painful for 
those companies that have become 
fat and bureaucratic. 

Krupp/Thyssen 

If any deal symbolises the 
restructuring of German industry, 
it is the planned merger between 
Krupp and Thyssen. However, 
robust haggling over terms by man- 
agers with their eyes focused on the 
top job has fuelled speculation the 
| deal may collapse. From their 
recent highs Rropp's shares have 
slumped 15 per emit and Thyssen’s 
11 per cent, while the European 
steel sector Is down only 8 per cent 
since the merger announcement. 
This is probably overdone: both 
companies have clear interests in 
completing the deaL 

Krupp’s relative onderperform- 
ance shows the smaller company 
needs the merger more. As strong 
recent results show. Thyssen’s 
stand-alone future is bright: its 
stronger balance sheet should 


FTSE Eurotop 300 index: 
593.09 1-1 .06) 

Krupp/Thyssen 


Share prices rd«h» to ifeeDax index '!-• 
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enable it to bolster its non-steel 
divisions. And with its market 
value dropping faster, Krupp’s 
negotiating position over the 
exchange ratio is also weakening. 
On the basis of relative market val- 
ues, Thyssen would now own 
around 65 per cent of the new com- 
pany against a little over 60 per 
cent at the time of the announce- 
ment. Moreover, the concentration 
of Kmpp's shares gives some cause 
fra concern. Thyssen shareholders 
will need compensation for giving 
Krupp’s two dominant shareholders 
- the Krupp Foundation and the 
Iranian government - a possibly 
decisive say over such important 
choices as capital increases. While 
the current wrangling may be 
unpleasant, the fact that the largra 
group is holding out for a 67:33 split 
is a real sign that shareholder value 
is being taken seriously. 

Asian bargains 

Fancy a Far Eastern safari? For 
those western companies who talk 
endlessly about their Asian ambi- 
tions. now would seem an ideal 
timp to follow words with action. 
Asian assets are cheap, debt-laden 
local companies are anxious to raise 
cash by selling non-core activities 
and governments are being forced 
to open their markets to foreigners. 
To any multinational peeking just a 
little over the immediate horizon, 
the Far East most still look like a 
huge growth opportunity. Yet few 
seem to be capitalising on Asia's 
crisis. 

To be fair, there has been a sprin- 
kling of deals. Citicorp and Japan's 
Sanwa Bank are buying stakes in a 
couple of Thai banks. Merrill Lynch 
is planning to take over branches 


and -staff from . the collapsed Yam; • 
aftid Securities. Procter & Gamble j 
has acquired Ssangyong Paper and ■ 
Germany’s Robert Bosch has taken j 
. control of its joint venture withjpa 1 
Motors, both Korean. But there | 
have been moves in the' opposite 
direction too- ING of the Nether- 
lands has cancelled an investment 
in another Bangkok ■bank, while 
General Motors has cut. fife -size/ of 
its new Thai factory. Meet comjpfe- j 
nies. including Coca-Cola, have 
talked about speeding up As$m 
expansion but so for done nothing. 

The missing ingredient appear^ to 
be confidence oh the. part ofVwasb- 
era managements. If expeiiencCis 
anything to go by, most companies 
will wait until recovery is. iff sight 
and asset prices going up again 
before rushing in and paying jnore 
than if they took the plunge now* 

UK biotechnology -.V 

For UK biotechnology stocks, the 
mood could not be more diffenst 
going into 1998 than it was a year 
ago. Then investors were anticipat- 
ing that drugs under development 
would leap important clinical -sod 
regulatory hurdles. Reality feitedfo 
oblige, and biotech shares underper- 
formed the market by 50 per cant 
The reversal of sentiment means 
that any negative news not only 
sends the individual company's 
shares down by more than appears 
warranted, but also the rest of the 
sector. Recent disappointing nton5 
from Biocompatibles and Scotia 
Holdings, for instance, even affected 
sector stalwart Ghiroscience. 

Neither end of the mood spectrum 
is as irrational as it appears. Ner- 
vousness is easy to understand 
when the companies typically’ have 
little by way of sales and are gobbl- 
ing through cash. Optimism springs 
from the knowledge that success 
can lead to big profits. Meanwhile 
the valuation methods that nor- 
mally underpin quoted companies 
are either irrelevant to loss-makers, 
or unreliable. Discounted cashflow, 
for instance, involves two huge 
variables: estimates of profits sev- 
eral years out. and a discount rate 
related to the probability that the 
drag will make it that far. The rate 
can vary between 15 and 40 per cent 
per year. 

Volatility, in any case, heeds to 
be seen in perspective: companies 
can take advantage of over exuber- 
ance for equity fundraising, while 
canny investors can exploit the 
lows to build their portfolios in clas- 
sic high risk/high reward stocks. 
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Lease Plan provides a unique vehicle leasing and fleet either absorb any loss, or wcieftmd customers any surplus, 
management service. And youH know prec i s el y what tout fleet costs because 


Uke many of oar competitors we only charge precisely wfw we 
quote. Bat unlike other vclridc tawing companies, we refund any 
savings wt make. Last year alone, out customers benefited by mote 
than 5A trillion, 

Wfe believe It* only Cur «tat If me tab of the original calculations 
day , web » m a n t emo oe, dcpreci a ion. or takhnl value, we 


And you'll know pre ci s el y what your fleet costs because ofl our 
calculations are risfcte and open to Inspection. 

To find can nunc, about how tease Plan can help you £z»d your 
way around the vehicle leasing jungle, simply telephone or 
complete the f nfenaa tfon request below. 

0345 65 60 65 


Phase awe ms timer doatta or Lease Han* unfcjue iwMcfe (ass** w fleet managemm ante 


.Company Mine. 


Lease PlanU 

A fair deal In an unfair world 
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Betting on a 
recovery in Asia 

; Stecent fells ii Asian stock markets have opened 
\ striking anomalies in toe pricing of closed- 
... myestmeht fonds. Since toe final quarter; 
=:US-listed. Asian funds have been trading ai a 
rpremiumto iwi asset value for the first tone 
. since 1995, suggesting US investors' are betting 
. Asian markets win rebound soon. Page 12 

Aeaairft pteitt to increase output 

Renault the French 
auto group, plans to 
defy rising compe ti tion 
and: overcapacity in 
many large car markets 
and increase output by 
50 0,000 vehicles a year 
in the nest five years. 
The bulk of the rise, to 
2.3m vehidesa year by 
2002, will come from 
new car plants abroad. 
The increase will be 
accompanied by efforts, led by Carlos Ghosn 
•’ (above), the ex-Micbelin executive, to cut costs 
and improve competitiveness. Page 10 

. HK Telecom wraps up Pacific Link bid 

, Hongkong Telecom, the territory's do minan t 
carrier; yesterday concluded its HK$4S3bn 
. (US$623m) takeover of. Hong Kong’s fourth big- 
..gest mobile, telephone operator. Pacific Link 

• Communications. Page 10 . . 

Dow ends, the year on a low note 

A late afternoon sell-off left Wall Street slightly 
: lower on- Wednesday,- with the Dow Jones Indus- 

* trial Average ending the year 7.72 points down 
at 7,90895. In Europe, Mian ended 1997 on a 

: high, dosing 73 points up at 16^06. Page 24 

. El Mffio plays havoc with commodities * 

Trading in soft commodities such as sugar «nA 
. coffee in 1997: was dominated by nn event that 
will probably overshadow the first half of 1SS8 - 
the El Niflo weather phenomenon^ El Nifio - an 
abnormal wanning of the eastern Pacific Ocean, 
which can create havoc in the global climate - 
played tricks with commodity -prices, page 14 


Computer group sticks with profit forecast despite losses at chip-making affiliate 

Falling Taiwan dollar helps Acer 



By Laura Tyson in Taipei 

Acer, the Taiwanese computer 
concern, said the felling Tai- 
wanese dollar would buoy 
earnings for 1997 despite steep 
losses at TI-Acer, its memory 
chip-making joint venture with 
Texas Instruments of the US. 

TI- Acer this week slashed its 
1997 results forecast following 
a slump in world memory chip 
prices. 

It said it expected to report a 
net loss in 1997 of T$4.6bn 
(SI 4lm), far below Its October 
projection of a T$1.87bn net 
loss. 

The company cut its 1997 


sales target to Tfillbn from 
T$12.4btL 

TI-Acer blamed the cuts on a 
global oversupply of dynamic 
random access memory chips, 
or DRAM, and the financial 
turmoil that has rocked Asia, 
and especially South Korea - a 
DRAM powerhouse and 
Taiwan’s main export competi- 
tor. But the parent company 
stood by its earlier 1997 net 
profit target of T$4bn on expec- 
ted sales of T$77.7bn. 
“Although our affiliate TI-Acer 
has farther cut its forecast. 
Acer sees no need to revise 
downward its profit projection 
as the Taiwan dollar’s depreci- 


ation has contributed a signifi- 
cant income to cover TI-Acer ’s 
exacerbating losses,” Acer 
said. 

Supply continues to outstrip 
demand in the DRAM market 
and memory chip prices tum- 
bled in the fourth quarter of 
1997 owing to the financial cri- 
sis, TI-Acer said. 

South Korea gained an enor- 
mous export advantage as its 
currency lost nearly half Its 
value against the US dollar 
since mid-year, for more than 
the Taiwan dollar. 

TI-Acer said South Korean 
DRAM makers bad been able 
to dump their products on the 


market at prices far below 
market value, with uncon- 
firmed reports of chips cheaper 

than $2. 

“Due to the collapse in 
South Korea's economy, some 
(Korean) firms have dumped 
DRAMs in exchange for US 
dollars. There were rumours 
that the DRAM was sold at 
below S2.” TI-Acer said. 

Acer expected 1998 profits to 
rise more than 30 per cent 
year-on-year, with sales up 20 
per cent, said Philip Peng. 
Acer vice-president. 

Output of both mother- 
boards and notebook comput- 
ers was expected to grow in 


1998 on large orders under the 
company's global logistics 
arrangement with Interna- 
tional Business Machines, the 
US group. 

Acer expected to start deliv 
ering notebook computers in 
line with an order from a large 
Japanese client for 150,000- 
200,000 units toi s year, starting 
in the first quarter. Mr Peng 
said. 

Acer's motherboard output 
in 1998 was expected to 
increase to 9m units from 6.5m 
this year, while output of note- 
book computers would rise to 
lm units from up to 800,000 
units. 


Big investors 
ready to enter 
the euro-zone 

Quiet revolution is under way in 
the equity markets of Europe 
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W ith just six months 
to go before up to U 
European countries 
fix exchange rates in toe final 
stage before full monetary 
union, a quiet revolution is 
under way In the continent’s 
equity markets. 

Large European institutions, 
historically constrained in 
their choice of investments by 
the need to be primarily 
invested in their domestic cur- 
rencies, are looking at opportu- 
nities on a pan-European, 
rather than national, basis. 

“The distinction between 
countries like France and Ger- 
many is disappearing,” says 
Stephane Hild, head of Socfete 
G<b€rale Investment Manage- 
ment. It is increasingly illogi- 
cal fen: fund managers to have 
a French and German weight- 
ing. What you will have is a 
euro-zone weighting." 

Monetary union represents a 
profound change for European 
investors. Although toe euro- 
zone will account for only 46 
per cent of total European 
stock market capitalisation, 
assuming the widest first wave 
participation in Emu, -it will 
still dwarf most of toe world’s 
other markets, other than toe 
US. Japan and the UK. 

With toe imminent abolition 
of currency risk, hitherto the 
biggest disincentive to cross- 
border equity investment, fund 


managers are beginning to 
view this block as a single 
entity. Mr Hild says his com- 
pany has downgraded the 
importance of country analysis 
when deciding on asset alloca- 
tion. Among bigger stocks, it 
increasingly compares, say, a 
French Insur anc e company on 
a par with its German and Ital- 
ian peers. 

Others are following suit. A 
Merrill Lynch survey last 
November found 73 per cent of 
managers thought Emu would 
cause them to switch from a 
country to a sectoral approach. 
Deutsche Investment, the 
giant asset management sub- 
sidiary of Germany's Deutsche 
Bank, has told investment 
banks it intends to do so from 
this year. 

European pension funds are 
also changing tack. The $338bn 
Dutch pension fund sector has 
become a major net buyer of 
non-domestic European equi- 
ties since the lifting of restric- 
tions on equity and foreign 
investment at the end of 1996. 

“There is a rising perception 
that in the eurozone it will be 
necessary for pension funds to 
match eurodenominated liabil- 
ities with the best performing 
euro-assets," says Francois 
Langlade-De moyea , European 
strategist at CSFB. 

How investors will reshape 
their portfolios win be dictated 



' ScMtCfMWcsltMiiidK 


partly by the pan-European 
indices that are expected to 
overshadow national indices 
as a performance benchmark. 

Last year a new family of 
European indices was 
launched by the Amsterdam 
stock exchange and FTSE 
International, owned by the 
Financial Times and toe Lon- 
don Stack. Exchange. Last 
month Dow Jones of the US 
and the German, French and 
Swiss bourses announced 
plans to launch a competing 
product, including an index of 
50 blue-chip euro-zone stocks. 

Nonetheless, this is still 
change within limits. No-one 
disputes that country factors 
remain important, even within 
the single currency zone. 
While currency rates wfll be 
fixed in May, interest and 
inflation rates have yet to con- 
verge fully across Europe. 

John Betteridge. director of 
strategy at Prudential Portfo- 
lio Managers, believes the 
strong bias towards domestic 


investment will continue 
because investors find it easier 
to track local markets. 

Consequently, “pan Euro- 
pean ism" is expected to be 
confined to toe largest stocks, 
leading to a European “nifty 
fifty” of giant companies. 
Some argue selection is 
already under way. “To some 
extent, a nifty fifty already 
exists," says Ian Scott. Euro- 
pean strategist at Lehman 
Brothers. NatWest Markets 
recently constructed an “Emu 
100” index to track the perfor- 
mance of the biggest and most 
liquid stocks in toe single cur- 
rency zone. Since the third 
quarter of 1996, this index has 
outperformed smaller capital- 
ised stocks, only faltering in 
the last quarter of 1997 when 
the Asian crisis hit 

European integration is not 
the only factor explaining the 
underperformance of smaller 
stocks, but Nizam Hamid at 
NatWest thinks it is a signifi- 
cant one: “Smaller and 


medium-sized stocks, particu- 
larly stocks at the tail of 
national indices like the 
CAC-40 in France or the Ger- 
man DAX, are going to suffer 
under Emu because they are 
peripheral to big investors." 

Mr Hild believes 1998 will 
see European fund managers 
begin rebalancing equity port- 
folios away from their local 
bias. This could be bad news 
for smaller European markets. 

But it will be a slow process 
and could throw up some sur- 
prises. Mr Betteridge argues 
that while the single currency 
will allow greater cross-border 
equity investment, the need to 
diversify risk by investing in 
other currencies will remain. 

“Because so much of their 
portfolios will be in one cur- 
rency zone, European fund 
managers could find them- 
selves having to buy more 
equities in markets such as the 
UK, US and Japan.” he says. 

Jonathan Ford 


Gan agrees 
to sell its 
UK arm 
for $495m 

By Andrew Taylor in London 


Life Assurance Holding 
Corporation, a UK-based fond 
established to purchase trou- 
bled insurance businesses, has 
agreed to buy the OK arm of 
Gan, the state-owned French 
insurer, in a deal worth about 
£300m (5495ml. 

The purchase should dear 
the way for the privatisation 
of the French parent company. 
Gan has been ordered by toe 
European Union to sell half of 
its overseas assets as a condi- 
tion for receiving FFr20bn 
($3.35bn) in aid from the 
French government to rescue 
it from heavy property invest- 
ment losses. 

Gan said that following the 
sale to LAHC it would have 
achieved about three-quarters 
of its disposal target. 

LAHC has agreed to pay 
£253 .5m pins up to £4 6m in 
deferred payments for Gan's 
94.9 per cent stake in its UK 
subsidiary. Minority share- 
holders in the life company 
will be offered an equivalent 
285.5p a share. The UK subsid- 
iary will also repay £30m of 
intra-gronp debt to Gan which 
is not included in the pur- 
chase price. 

LAHC intends to raise most 
of the price from debt and 
from shareholders. St James 
Place Capital and New York 
Life Insurance each own 31.25 
per cent of LAHC and Pruden- 
tial of the UK owns 10 per 
cent 

The fund faced competition 
from several large interna- 
tional insurance groups 
including Lincoln of the VS. 

The deal was the latest in a 
series of mergers involving 
large European insurers. Zur- 
ich of Switzerland and UK- 
based BAT Industries last 
week agreed to create a finan- 
cial services business valued 
at £24bn. A day earlier toe 
board of Italy's Assicorazoni 
Generali endorsed a deal giv- 
ing Allianz, Germany's largest 
insurer, control over Assur- 
ances General es de France. 

Generali is to buy AMB, the 
German insurer, for DM210 
($117.90) a share as well as 
two other French insurers. 

The French government 
meanwhile bas launched the 
trade sale of Gan's French 
insurance operations follow- 
ing previous privatisations of 
UAP and AGF. 

Candidates to purchase the 
Gan business include Swiss 
Life, Eureko, ING and Fords, 
as well as the French mutuals 
Azur-GMF and Groupama. 
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Global investment returns 
up 13% despite Asian crisis 
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By PaterJohn in London 

Mexico, Switzerland, Italy and 
the US ended 1997 as toe best 
performing of the world’s 
larger equity markets in dollar 
teems. 

A strong performance by 
many European and American 
markets meant that the FT/ 
S&P. World Index, a bench- 
mark for global investment 
returns, rose 13.2 per cent 
overall in 1997 - in spite of the 
crisis that -sent Asian markets 
into steep decline. . . 

Itsr European component 
ended the year up 21 per cent, 
with the Americas gaining 30.4 
per cent and the Pacific Basin 
falling 29 per cent 
On Wednesday, the last trad- 
ing day of 1997. most European 
bourses .made advances in tWw 
trading, with Milan reaching a 
new peak, while a late after- 
noon sell-off In New York left 


the Dow Jones slightly lower. 
Only a handful of markets 
were open yesterday, but 
among them Bombay and 
Delhi closed up. 

Mexico was the 1997 top per- 
former in the FT/S&P indices, 
rising 47.8 per cent in dollar 

YMimnri mark et st a t is tic s 
World bourses pages 23, 24 
FTA3&P-A World indices page 21 
Currencies page 13 

Bonds ■ page 12 

FTSE UK share tadices page 20 
Commodities page 14 

terms , while Switzerland 
advanced 42.9 per cent Italy 
40.9 per cent and the US 31.3 
per cent 

In toe US, the Dow Jones 
Industrial Average ended up 
22J> per cent while the broader 
S&P 500 gained 31 per cent as 
corporate earnings continued 


to move ahead and the econ- 
omy enjoyed strong growth 
with low inflation. 

In the UK, the FTSE 100 
index rose 25 per cent on toe 
year, in spite of the harsh 
effect on corporate earnings of 
a strong pound, higher interest 
rates and worries about a 
change of government 
Asian markets recorded the 
largest falls in the FT/S&P 
World indices. Thailand 
dropped 80 per cent in dollar 
terms, Malaysia 73 per cent 
and Indonesia 71 per cent 
In South Korea, which is not 
a constituent of the indices, 
the local currency Composite 
Index fell 42 per cent 
But some of the year’s stron- 
gest investment returns were 
recorded by some of the 
smaller markets. Russia's RTS 
index surged 105 per cent, 
while Turkey’s 100 index was 
by more than 250 per cent 


CROSSWORD, Page 14 


Chief price changes Wednesday 


NationsBank to cut 6,000 jobs 
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By John Authers in Hew York 

NationsBank, the third largest 
: US hank announced an New 
Year’s Eve it would be cutting 
about 6,400 jobs in Florida fol- 
lowing its $I5i5bn acquisition 
of Barnett Banks, the largest 
in the state. 

The cots are equivalent to 
about 27 per cent of Barnett's 
workforce. It was the first 
dear estimate on the number 
of job losses from NationsBank 
since the Barnett takeover was 
announced in August. 

_ McCoU. NationsBank’s 

jdnef .executive, had predicted 
the merger could create 
. annual cost savings of S915m, 
it 55 per (Sent of Barnett's 
njspense bash; in two years. 


>■ 


Analysts had projected this 
figure could be readied only 
by dosing many branches - 
easily done as the Barnett and 
NationsBank branch networks 
overlap closely in the state - 
and through job cots. 

NationsBank - aiming to 
became the nation’s first coast- 
to-coast. retail bank - is 
obliged under local competi- 
tion regulations to dispose of 
some of its branches so its 
share of the state's total 
deposit market does not exceed 
30 per cent. Some, but not all, 
of the job losses are covered by 

However, the bank could not 
predict the charge which it 
would incur for the lay-offs, 
nor project the annual cost 


savings they would produce. 
Many of the job losses will be 
achieved by natural attrition. 

The bank has made clear it 
herpes to move steadily away 
from reliance on branches 
towards other delivery chan- 
nels which require fewer 
employees, 

NationsBank has already 
announced that all the 1.700 
workers at the four Florida 
call centres operated by the 
two banks will be retained, as 
will more than 1,000 employees 
of Barnett's computer support 
unit. 

The hank's shares suffered 
in New Year’s Eve trading, 
slipping to 360&, suggest- 
ing analysts had been looking 
for steeper job cuts. 


Thii announcement appear* as a matter of reconi only 
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Microsoft toi buy free e-mail 


By Nicholas Denton 
in Sen Francisco 


Microsoft is seeking to revive MSN. 
the software company's lagging 
online service, by taking over a 
fast-growing venture that is the 
internet's leading provider of free 
electronic maiL 

It is acquiring Hotmail, a two- 
year-old company offering e-mail 
accounts which can be accessed 
from any personal computer con- 
nected to the internet - whether at 
work, home or at an internet cafe 
anywhere in the world. 


MSN. with &3m members when 
it last released figures in October, 
lags behind America Online, the 
leading online service with more 
than 10m members. 

Hotmail has 9m users of its free 
service, although many accounts 
are dormant Microsoft intends to 
offer free web-based e-mail to its 
MSN subscribers, as well as promo- 
ting to Hotmail users web proper- 
ties such as MSN.com, Expedia and 
CarPoint, Microsoft’s general, 
travel and car-buying sites. 

The acquisition represents a fur- 
ther shift in Microsoft's focus from 


the Microsoft Network, the propri- 
etary network it developed in the 
early 1990s, to the world wide web. 
where it competes with search 
engines such as Yahoo!. 

The purchase price of Hotmail 
was not disclosed, but Four'll, a 
similar' but much smaller e-mail 
service; was sold to Yahoo! two 
months ago for $92m. Hotmail is 
estimated to be worth substantially 
more than Fouril. 

Free e-mail services make their 
money through advertising dis- 
played when a user signs in for 
messages. They are valuable 


because e-mail is the most widely 
used internet feature. Users of an 
email service, once they give out 
the address, tend to be more loyal 
than those that visit most other 
web sites. Their behaviour is simi- 
lar to that of telephone subscribers 
reluctant to switch services if that 
mp ang changing numbers. 

Microsoft, although caught 
unaware by the growth of the 
internet, has recovered smartly 
since It declared in December 1995 
it was centring its entire strategy 
on the internet Marketing of its 
Internet Explorer browser software 


Renault expands horizons 

French vehicles group is embarking on a big productivity drive 


Renault 
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R enault. France's big- 
gest cars and trucks 
group, plans to defy 
rising competition and 
chronic overcapacity in most 
big car markets and raise 
output by 500.000 vehicles a 
year in the next live years. 

The bulk of the increase. 
to Z3m vehicles a year by 
2002, will come from new car 
plants abroad. These will 
increase the proportion of 
Renault vehicles sold outside 
Europe from 15 per cent to 
25 per cent of the total. 

The increase will be 
accompanied by efforts to 
cut costs and improve com- 
petitiveness to prevent Ren- 
ault failing behind more effi- 
cient rivals. The urgency of 
such action was underlined 
by the recent decision at 
Toyota - the world's most 
productive carmaker - to 
site its new small-car plant 
in France. 

Carlos Ghosn, the ex- 
Michelin executive spear- 
heading the efficiency drive, 
said Renault would 
announce shortly it had 
reached its two-year target 
of cutting production costs 
by FFr3,D00 a car. 

Having met the goal, set in 
1996. Renault will move to a 
more ambitious plan to axe 
costs by FFr20bn (£L34bn) in 
the next three years through 
higher productivity and 
closer co-operation with sup- 
pliers. 

Mr Ghosn said half the 


planned savings would come 
from suppliers. Renault 
intended to move towards 
Japanese-style long-term 
relationships with suppliers, 
with component companies 
expected to co-operate more 
closely in product planning 
and problem-solving. 

Mr Ghosn denied the 
savings would be made by 
squeezing component compa- 
nies. but would stem from a 
‘'fundamental partnership*’. 
Renault, which, like other 
big carmakers, is cutting its 
supply base, will publish a 
shortened list of favoured 
“supplier partners" early 
next year. 

The rem ainin g FFrlObn 
savings would come from 
efficiency improvements in 
Renault's own factories and 
production systems, said Mr 
Ghosn. 

Renault rationalised its 
production base earlier this 
year by closing its VUvoorde 
plant in Belgium. Mr Ghosn 
said no further closures were 
planned, but additional effi- 
ciency gains would come 
through using remaining 
facilities more intensively. 

Output at the Douai plant 
in northern France, which 
builds the top-selling 
Megane Scdnic multi-pur- 
pose vehicle, would be 
stepped up by introducing a 
four-hour night shift next 
month. Production at the 
Palencia factory in Spain has 
also risen following a move 


from two to three-shift work- 
ing this year. 

Mr Ghosn said further 
savings would come through 
economies of scale based on 
more flexible platforms 
(basic engineering struc- 
tures) for future models. 

Production of the Scenic 
will rise to almost 350.000 
units a year - double the 
original level - after 
changes to the Douai plant 
over Christmas. Mr Ghosn 
said the increase, which 
would cut waiting lists for 
Renault’s most popular car, 
would cost “no more than" 
FFr2S0m between the com- 
pany and suppliers. 

Big demand for the Scenic 
across Europe has contrib- 
uted to the unexpectedly 
strong improvement in Ren- 
ault’s profits this year. First- 
half group operating profits 
amounted to FFr364m, 
against a FFr225m loss in 
the comparable period last 
year. Pre-tax profits soared 
from FFri70m to FFrl.lbn. 

The Scenic’s success over- 
shadowed longer-term strate- 
gic problems at the group, 
such as its over-dependence 
on western Europe and its 
weak trucks division. Many 
analysts believe Renault’s 
long-term margins will 
remain below that of more 
efficient rivals until such 
issues are addressed. 

Sabine Blttmel, motor 
industry analyst at IMl 
Sigeco in London, said the 


first-half results were flat- 
tered by the one-off sale of 
Renault’s stake in Elf and by 
higher than expected finan- 
cial incomes. 

Analysts also point out 
profits have been boosted by 
tiie rise in the value of ster- 
ling, which fattened margins 
on the group’s big UK 
exports, and by strong sales 
of light commercial vehicles. 

However, Mr Ghosn denied 
the profits surge owed as 
much to accident as design. 
He believes Renault’s pro- 
duction is set to climb sub- 
stantially after a long period 
of stagnation on the back of 
new models and higher sales 
outside Europe. 



R enault has signed a 
deal to build up to 
120,000 mid-sixed 
Megane models a year in a 
joint venture with the 
Moscow city authorities in 
Russia at the Moskvich 
plant. And its new plant in 
Brazil is on track to start 
building 120,00 Scdnics - 
and later small Clio hatch- 
backs - a year from next 
December. 

Mr Ghosn denies Renault's 
late commitment to local 
production means it risks 
being caught up by overca- 
pacity in Brazil. “We have 
the advantage of starting 
with a blank sheet. That has 
made us aware of the handi- 
caps of others." 

He is almost as optimistic 
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about Russia, although he financial problems, is not 


recognises short-term highly regarded by many 
demand for cars may be vol- rivals. “One must think tn 
atile and Moskvich, which terms of opportunities, 
barely produced any cars , 

this year because of severe oUDOl 


Haig Simonian 


Further casualties in Thai banking shake-up 


By Ted Bardacke 
in Bangkok 


A second struggling Thai 
bank has replaced its board 
of directors and senior man- 
agement as part of an agree- 
ment with the country’s cen- 
tral bank to raise capital and 
sell a large stake to foreign 
investors. 

Bangkok Metropolitan 
Bank, the country's ninth 
largest commercial bank, 
named a new 12-member 
board, with former Stock 


Exchange of Thailand chair- 
man Kovit Poshyananda as 
its new executive chair- 
man and former Bank of 
Ayudhya president Somchai 
Saknlsurarat as its new 
president. 

The changes were similar 
to restructuring undertaken 
last week at First Bangkok 
City Bank, a move which 
authorities hope will facili- 
tate the sale of the bank to 
Citibank of the US. Citibank 
is scheduled to finish a due 
diligence investigation and 


make an offer by the end of 
February. 

In addition to the manage- 
ment change at Bangkok 
Metropolitan, the central 
bank .ordered it to raise 
Bt8.9bn ($l89m) of new capi- 
tal by January 26. 

The bank said it was 
expecting a tram from the 
Taiwanese government’s 
Council of Economic Devel- 
opment and Planning to 
Arrive in Thailand shortly to 
consider arranging a capital 
injection into Bangkok Met- 


ropolitan by a group of five 
Taiwanese banks. 

The capital raising dead- 
line was imposed when 
Bangkok Metropolitan failed 
to submit an adequate capi- 
tal raising plan to the cen- 
tral bank on Wednesday. 

Under an agreement with 
the IMF 1 , all Thai commercial 
banks were to submit such 
plans by Wednesday. Central 
bank governor Cbaiyawat 
Wibulswasdi said he “had 
seen plans from most of the 
banks”, and “was satisfied 


with the process with some 
minor exceptions that I don’t 
worry about". 

Mr Chaiyawat said under 
those plans Thai banks 
would raise about Bt70bn in 
the first quarter of 1996 and 
did not include capital rais- 
ing from three of the top five 
banks in Thailand: Bangkok 
Bank, Thai Farmers and 
Bank of Ayudhya. 

These three banks, which 
have been under pressure 
from Thai authorities to 
raise capital despite manage- 


ment belief it is not immedi- 
ately necessary, are being 
asked to submit a three-year 
recapitalisation plan by the 
end of March, along with all 
other Thai banks. 

Banks unable to raise the 
required capital would be 
subject to intervention from 
the Bank of Thailand, which 
would write down the capi- 
tal of current shareholders, 
oust management and con- 
vert the centra] bank’s 
liquidity support into equity. 
Mr Chaiyawat said. 


ENVERS UD INVESTMENT FUND 

Sod£f£ d'lnvestisseuKnl a Capital Variable 
2, bmlenri Royal. Luxembourg 


To our shareholders. 

We have die honour to invite you to attend the 

ANNUAL GENERAL MEETING 


or shareholders of our Company which will take place at the offices of 
Baoque Internationale A Luxembourg. 69 route d’Esch. L-1470 
Luxembourg, on January 9. 1998 at 3:00 p.m. for the purpose of 
considering and voting upon the following agenda: 

1. Submission of the Report* of the Board of Directors and of the 
Independent Auditor. 

2. Approval of the Statement of Net Assets at September 30. 1997 and of 
dte Statement of Operations for tbe year ended September 30, 1997; 

3. Allocation of the net rosults tu September 30. 1997; 

4. Discharge to the Directors: 

3. Statutory Appointments: 


6. Any other business which might appropriately be presented for 
consideration. 

Resohukms on the agenda of the annual meeting win require no quorum 
and will be taken at the majority of the votes expressed by tbe 
shareholders present or represented at tbe meeting. 


THE BOARD OF DIRECTORS 


USD 20 000 000 000 EURO MEDIUM TERM NOTE 
PRO GRAMM E OF SOCICTE GENERALS, 

SGA S OQKT E GENERALE ACCEPTANCE N.V. 
AND SOCIETE GENERALE AUSTRALIA LIMITED 
SERIES 47/93-12, TRI SOCIETK GENERALE 
USD 200 000 000 FLOATING RATE NOTES 
DOE DECEMBER 2008 
ESIN CODE : XS0047942577 


Ror the period December 31, 1997 to March 31. 1998 

the new rale has been fixed at 6.40625 % p.A. 
Next payment dac : March 31. 1998 
Coupon nr : 17 
Amount: 

USD 160.16 for the denomination of USD 10000 
USD 1601.56 for the denomination of USD 100000 


THE PRINCIPAL PAVING AGENT 

SOCTETE GENERALE BANK A TRUST SjL - LUXEMBOURG 


♦ 


Common— aHfa Bank Australia 

CcrrmxwieaBhBankofAuslialaACN 123123 124 
(sua^essor in fewtotheS^Baik of 

U.S. $125,000,000 

10-Year Extendible Floating Rate Capital Notes 

For tiie six months 31st December; 1997 to 30th June, 
1998 the Notes will carry an interest rate of 6.10469<* 
per annum with an interest amount of US. $306.93 per 
tXS. $10,000 Note. The relevant interest payment data 
wifi be 30th June. 1998. 

Listed on the London Stock Exchange 


Rankers Trust 

Company, London Agent Bank 



HK Telecom wraps 
up Pacific Link bid 


By Louise Lucas 
in Hong Kong 


Hongkong Telecom, the 
territory’s dominant carrier, 
yesterday concluded its 
HK$4.83hn (US$S23m) take- 
over of Hong Kong’s fourth 
biggest mobile telephone 
operator. Pacific Link Com- 
munications. 

Hongkong Telecom said 
the deal, which adds two 
networks and 265.000 sub- 
scribers to its existing cellu- 
lar operations, is expected to 
be completed at the end of 
this month. Yesterday the 
two companies signed a 
binding sale and purchase 
agreement 

Analysts reckon the take- 
over will be followed by fur- 
ther consolidation in Hong 
Kong's fiercely competitive 
mobile phone sector. 

There are 11 networks ser- 
vicing a population of six 
million, around one-fifth of 
whom own mobile phones. 

Successive pries wars have 
eroded margins for the 
mobile telephone operators. 

SmarTone, which tike 


Hongkong Telecom runs a 
mobile network but foiled to 
win one of tbe Latest round 
of personal communications 
services licences, is seeking 
to buy one. Analysts see the 
likely sellers as Mandarin or 
P-Plus. 

Pacific Link comprises 
both an established cellular 
network and a fledgling PCS 
operation. 

Its after-tax profits for 
1996, the most recent year 
for which audited accounts 
are available, were HK$310m 
and the book value of the 
net assets which are the sub- 
ject of the transaction was 
HK$1.33bn. 

However, analysts have 
said the price Hongkong 
Telecom is paying is fair, as 
it gives the group extra 
scope which it will need in 
the near future to accommo- 
date new subscribers, as well 
as an existing network and 
subscriber base. 

Pacific Link was 65 per 
cent owned by First Pacific, 
the Asian conglomerate, 
with the balance held by 
Vodafone Group of the UK. 


NEWS DIGEST 


has been so aggressive it attracted 
the Department of Justice's current 
suit a gains t the company. ■ 

While Microsoft has narrowed 
the gap between Netscape’s Navi- 
gator browser its own Internet 
Explorer, which now has a market 
share of 40 per cent by some esti- 
mates, the company's online media 
t*fT nr fa have shown mixed results. 

Stand-alone electronic' commerce 
sites are generating growing reve- 
nues. But experiments at MSN 
with entertainment progra mm i ng 
have proved largely unsuccessful 
in drawing viewers. 


revamp in 


Zurich Group. SwitasriaaTs laigest insurahce compa^ 
ft bad completed the formation nfNew YoA-bas^ ‘ 
Srnddw Kemper Investments, an Investment grmip ^ 
more than S200hn in assets under management - 
Scudder Kemper Investments is tberesiilt of Zar^ ^V' 
Group’s acquisition in June of US asset management^), 
mutual ftmd company Scudder, Stevens & Clark in &&& 
worth about $2.4bn- Zurich Group said at that time it' : : 
iFrfimitod to combine the activities ctf Sounder, Stevens t 
Clark with those of Zurich Kemper Investments, theQs- 
cago-baseti asset manager which Zorich, acquired in JaBrfi- 
ary 1996. . 

Scudder, Stevens & dark’s mutual torids andasset ' " 
manageme nt operations were valued at some StiBtaLa&j 
Zurich Kemper bad assets under management erf $8?l^ 
Analysts have said the combination of Scudder and : - . 
Semper was ideal since 7030 per cent of Kemper’s has? 
pogg is in retail mutual funds, while about tw&thfrdscf. 
the business at Scudder is done with institutions. . 

Zurich Group will own about 69.5 per cent of Scudder 
K^rnpor investments with the remainder held by semqr' 
employees of Scudder Kemper. Renters, Zxzrkh 


■ CHIP RESEARCH •. T • 


Siemens, Motorola to build plant 


and Motorola, the German and US electronics 
groups, are to extend their partnership by building a jfiot 
plant in Dresden, east Germany, to develop advanced.^! 

cheaper methods of computer chip production- The toro 
companies are currently building a joint $L5bn semicon- 
ductor facility in the US state of Virginia. * J 

The new venture, with an investment of several ban. . . 
dred -milli on D-Marks and a financial contribution frafa 
the German research ministry, will add to tbe growing- 
concentration of electronics operations in Dresden, where 
Siemens already has a DM2£bn ($1.4bn) semiconductor ' 
plant AMD of California is also investing DM3bnin Whew 
semiconductor plant in the city. - • • • r/-. 

Further details of the Siemens-Motorola pilot plant will 
be given In mid-January, Siemens said. Both the.Gen^Qi. 
government and tbe state of Saxony, of which Dresden: in 
the capital, have provided heavy financial support -' V s 
through interest rate subsidies and grants for the Steams 
and AMD semiconductor investments. v 

Andrew Fisher, Frankfurt 


■ PACIFIC CAN 

Currency losses widen deficit 


Pacific C-an Investment Holdings said it may have^o-V' - 
make further provisions in 1998 for the regional currency- 
turmoil that saw its 1997 losses widen by 16 per cent to 
S$U.6m (US$6-9m). rrjr t . m 

‘The ongoing turmoil in the regional currencies and 
bourses is expected to have a negative effect on the cttj> 
pany’s equity investments and farther provision maybe = 
necessary in the coming year," the company said in jL 
statement accompanying annual results. Hie group said it 
would close its construction division after completing jobs 

in hand and wnnlri will ran -Tnalring in Hhina. 

Closing the businesses would help reduce operating '• : 
costs, it said. No positive contribution to earnings was . 
expected from its Malaysian can-making operations 
because of the regional downturn. . 

But Pacific Can’s ready-mixed concrete operations were 
seen bolding up sales and profitability levels, which both 
rose in 1997. The division earned S$L28m in 1997. up from 
S$0.46m previously. Reuters; Singapore 


SWITZERLAND 


SMH upbeat on sales for 1997 


Swiss watchmaker Suisse Microelectronique etd'Horlo- 
gerie said its 1997 sales to the public would top SFr3bir 
($2.06bn). “Sales in 1997 will be more than SFrShn. They 
will reach SFi3.04bn or SFr3.05bn," the company raid, fir 
1996 SMH sales totalled SFr2-7Sbn. 

Christmas sales, a large portion of the group’s business, 
were strong, the group said, with sales of the Swatch - ... 
brand up 2530 per cent to the 1997 Christmas season from 
the same 1996 period. Rado brand sales were op 14-15 per 
cent, and Omega sales were up 20-25 per cent 

Reuters, Biel, 


■ CHILE 

Coca-Cola lifts Polar stake 


Coca-Cola said it bought an additional 2£ per cent of Chil- 
ean bottler EmboteHadoras Coca-Cola Polar, bringtagits 
interest in tbe company to 19.5 per cent The stake was 
acquired recently on the Santiago Stock Exchange; foe ' 
company said. It was unable to Immediately confirm the 
total amount paid but local financial daily Estrategia raid 
Coke paid $3 ,5m for the shares. AP-DJ, Santiago 


■ GEC AMINES - :r 

New deal sought on Kolwezi project 


America Mineral Fields said Gecamines, the Democratic 
Republic of the Congo’s state mining company, wanted to 
renegotiate the Kolwezi copper-cobalt project wbichtiibad 
won the right to develop last year. 

Hie company said in a statement that Gecamines, while 
confirming that America Mineral Fields had been selected 
as joint venture partner for the project, was not satisfied 
with the tender process. 

Canada-based AMF said it had been notified of tbe 
move in a statement confirmed by a senior member of 
Gecamines. 

“The communique confirmed that a partner, being the 
company, had been selected to form a joint venture with 
Gecami n es," Simon Brownlie, AMF president, said tn a 
statement. 

“The communique went on to state that tbe initial ten- 
der process had not met tbe needs of the nation, and as a 
result, it had been terminated until a new arran g ement 
could be put in place," he said. Reuters, Johannesburg 


Comments and press releases about international 
companies coverage can be sent by e-mail to 
taternasitmaLcompaniesiajfLcom 


Xin Hua denies Beijing links 


By Louise Lucas 


A fresh dispute has broken 
out over Hong Kong’s first 
big property default since 
the Asian financial crisis, 
with the buyer now denying 
it has any links with Beijing. 

Last week Pearl Oriental, 
a Hong Kong property and 
hotels group, said Xin Hua 
Estate Limited had failed to 
pay HK$L12bn fUSS145m) to 
complete its purchase of new 
offices in the territory. 

Pearl Oriental intends to 
sue the company. 

According to Pearl Orien- 


tal. at the time negotiations 
began in late 1996 the direc- 
tors of Xin Hua Estate 
“expressed clearly" they 
were representing the Xin- 
hua News Agency Beijing 
head office. At that time - 
before China resumed sover- 
eignity over Hong Kong - 
the agency's Hong Kong 
bureau was Beijing’s de facto 
embassy in the territory. 

But on New Year’s Eve, 
Xin Hua Estate said it was a 
wholly commercial com- 
pany, backed by mainland 
money but with no connec- 
tions to Xinhua News 


Agency. Asked why they did 
not make this c leer earlier, a 
spokesman said directors 
had been out of town. 

Pearl Oriental first publi- 
cised the identity of its pro- 
spective client on May 24. It 
told the stock exchange “the 
purchaser was representing 
Xinhua News Agency Bei- 
jing head office to buy the 
property." But It said the 
stock exchange was asked to 
keep this information confi- 
dential until it was tn a posi- 
tion to disclose 1L 

This was then made pub- 
lic, apparently with Xin Hua 


Estate’s approval, on June 
23. The relationship between 
the two Xin Hua’s appeared 
to he underlined by fl»P ur ‘ 
chaser’s move to rensfo® the 
office block "News Building” 
shortly after signing the sale 
and purchase agreement. 

The collapse oftbedeal - 
attributed to the purchaser's 
inability to. raise funds as a 
result of the Asian financial 
crisis - is particularly ama- 
tive given Beijing’s assumed 

backing, as it could indicate 
a w eakening of confidence in 
the territory's property "sec- 
tor north of the border 
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COMPANIES AND FINANCE 


sells Goral to rival Ladbroke for £376m 


: •• ' : • .. ; ; 

Consumer Industries Editor ' " - 

The 'restructuring oi the UK : 
; betting; tadxtstry -'wag given; a- 
booet iiv the last hours of 199? 
with the sale by. Bass.of its coll- 
ars betttdg iitop . chain to Lad- 
broke, the.. UK’s biggest book-- 

- Twalficir " 1 • -■ - -! 

Thetwo companies announce 
they iad^reached agreement late 
on^peceisber 31 on a price of 


£875. 5m ($6i9.6m) cash for Coral's 
833 UK betting shops, telephone 
and on-course betting business 
. and other racing interests. 

' ' Ladbroke also announced that 
it had agreed to sen 128 shops to 
Tote Bookmakers to overcome 
likely, objections from the Office 
of; Fair -Trading. But even after 
this disposal it will still have 
more than 30 per cent of the UK's 
betting shops. . 

Other ..bidders for Coral's 


included Nomura, the Japanese 
investment bank which paid 
ETOQra in October to buy the Wil- ' 
ham Hill betting shop chain. Lad- 
broke became the preferred bid- 
der three weeks ago, with a 
December 31 deadline for com- 
pleting the sale. 

The two chains will be merged, 
with Coral shops becoming Lad- 
broke's outlets. 

Brian Wallace. Ladbroke 
finance director, said the group 


expected savings of more than 
£lOm in the first year from merg- 
ing the two head offices. But he 
said Coral's staff had a brighter 
future with a group committed to 
the betting industry. 

The price is just over 11 times 
the £33m profits before interest 
and taxation made by Coral in 
the year to September 30. This is 
slightly higher than the multiple 
paid by Nomura for William Hill 
said Mark Finnie. leisure analyst 


at NatWest Markets, but reflects 
the savings that will be made by 
merging the two operations. 
“This is a sensible opportunistic 
move for Ladbroke's,” be said. 

Ladbrokes lias also acquired 30 
betting shops in Ireland, eight in 
Jersey and Bass's stake in Satel- 
lite information Services, which 
transmits race meetings to bet- 
ting shops, -in addition to the UK 
hon kmaking business. Regulatory 
approval will be required from 


the Irish competition authorities. 

Ladbroke has already held 
exploratory talks with the Office 
of Fair Trading. The 123 disposals 
to the Tote are designed to 
ensure there are never two out- 
lets in the merged operation 
without a competitor within a 
quarter of a mile walk. 

The sale is the third big dis- 
posal by Bass in the last month. 
The group sold its Gala bingo 
chain for £279 in mid-December 


and is believed to be looking for a 
four-star international hotel 
group to complement its Holiday 
Inn interests. 

However, “everyone thinks 
Bass has acquisition plans up its 
sleeves," said Mark Finnie. “Per- 
haps it’s so far up their sleeves 
they can’t find it." 

Market rumours of an impend- 
ing deal on Wednesday took Bass 
shares up li*Ap to 944V*p, while 
Ladbroke fell 27,p to 264p. 


Plastic 




wood 


By Peter Marsh 7 

A hew venture to nuking 
plastic pallets - which could 
ultimately replace the tens 
of millions of wooden pal- 
lets used around the world - 
has "been formed between 
companies in the UK and 
Germany. 

BFT Plastics, a family 
owned UK company, has 
teamed- np with Kropp Kau- 
tex, part of Germany’s 
Krupp Hoesch steel group. 
They aim to use the special- 
ist technology normally 
used for making plastic mint 
bottles , to produce, light- 
weight pallets for factories 
and distribution yards. 

BFT. based in Carrickfer- 
gus in -Northern Ireland, is 
. planning to make plastic 
pallets in high volumes 
based bn production meth- 
ods- pioneered by Kautex, 
one of the world’s biggest 
makers of blow-moulding 
machin es. . 

Distribution based on pal- 
lets Is an industry worth 
some $30tm (£I8bn) a year 
worldwide- to many devel- 
oped countries the pallet 
industry is growing at above 
the. rate of general economic 
gro wth ac companies switch 
to more efficient methods of 
cbanneUing goods. ■ ■ 
Among the companies 
that BFT has talked to about 
its plastic pallets is Ghep, a 
Joint venture between GEN 
of the UK and Australia's 
Brambles, and which runs 
the world's biggest “fleet" 
of 70m pallets, used by 
industry in 24 countries.''. ' 
Chop la", organising a 
research , programme to 
examine . the potential of 
swindling much of its pallet 
pool away from wood and 
towards' plastic, on the 
grounds that plastic systems 
should last, longer and be 
less enriionnitaitallydlamiig- 
ing, as many wooden pallets 
last little longer than one 
Industry “trip'’- ' 

BFT has 7 acquired . the 
rights to use Kantex’s ideas 
in making , plastic pallets 
similar fa size to wood but 
using a sandwich structure 
: - with layers of polyethyl- 
ene covering a thin layer erf 
foam which reduces the 
cost of the finished plastic 
system white ensuring the 
structure is rigid and can 
bear loads of up .to l tohne. 

According to Brian 
M cCann , managing director 
of BFT, the technology could 
bemused to provide plastic 
pallets worth several mil- 
lion pounds a year. ; 

BFT has spent £7m on a 
plant to . Carrlckfergns to . 
make the paUetsi- which 
should employ up -to 70 
people over the next. year. . 
The likely cost of each Wow- 
moulded' pallet- . is ' above £30 
- more tfaan three timM Qte 
cost oif . a L standard wooden 
pallet, but with a longer Hfe; 
span that could make them 
more acceptable to users. 


Facing a £1.07bn 

labour to fuel growth 

Emiko Terazono looks at the reasons behind 
Hercules’ hostile bid for Allied Colloids 


Share-ftrfee relath»ft£ 

: Composite ' 

nic- ’* 


T he valley around the 
Brandywine River in 
"Wilmington. Dela- 
ware, was once home to one 
of. early America’s most 
Important and successful 
companies - El Du Pont de 
Nemours Powder, which 
supplied the gunpowder 
used by American soldiers 
against the British in the 
War Of Independence in 1812, 
and by the US troops against 
the Germans in World War I 
Du Font -split into three 
earlier this century under 
orders from anti- trust 
authorities, creating Hercu- 
les Powder and Atlas Pow- 
der. . 

: Now the rolling hills of 
Wilmington are home to 
leading chemical groups 
including Du Pont, which 
has come a long way from 
being a gunpowder producer. 
Zeneca's US headquarters is 
also located in the region. 
Atlas was bought by Impe- 
rial Chemical Industries in 
1M9. 

. Hercules, meanwhile, 
which used Jts gunpowder to 
blow out pine stomps from 
the ground and so discov- 


ered , resins and rosins has 
evolved into a speciality 
chemical company making 
water soluble polymers and 
adhesives. Last November it 
launched a £1.07bn hostile 
bid for Allied Colloids, the 
UK speciality chemical 
group, as part of an attempt 
to ensure further chapters in 
the history books. 

Hercules' 155p cash offer 
for Allied, which will post its 
final defence document next 
week, follows failed bids in 
1996 for National Starch. 
Unilever's speciality 
starches operations, and WR 
Grace, a manufacturer of 
catalysts for oil refineries. 

After starting the disposal 
programme of its non-core 
businesses in the early 1990s, 
Hercules feels the need to 
purchase a business to foel 
further growth. 

“We think that acquisi- 
tions are important to 
increase shareholder value,” 
said Vincent Corbo. chief 
operating officer. 

Shareholder value has 
been Hercules' mantra since 
Tom Gossage, the former 
chairman, took over the 


UK contractors 
consider equity 
stakes in LCR 


By Charts Grosser 

Several UK construction 
companies have discussed 
taking small equity stakes in 
London Continental Rail- 
ways, the. company awarded 
the concession to build the 
£5.4hn <$8Albn) high speed 
fail Zink between London 
and the Channel Tunnel. ' 

Tarmac and Balfour 
Beatty, among others, are 
.understood to be receptive to 
the idea of making direct 
equity investments in the 
project However, the stakes 
would probably be small, at 
not more than a - couple of 
per cent each. - 
UK construction compa- 
nies are desperate -for the 
LCR Jink to go ahead to 
replace the reduction of 
work In road building and 
maintenance. ’ 

The . companies are also 
among those bidding as con- 
tractors for' tunnelling con- 
tracts from LCR worth 
£5QQni- . The award of these 
contracts; was ..recently 
delayed. LCR played down . 
the contracts , delay, saying 
the process would be com- 
pleted “early in the New 
Year”. But there is mounting 
concern in the City that 
funding for the moat ambi- 
tious piece of rail construc- 
tion for nearly a century has 
run Into trouble. 


LCR has also postponed 
plans for a stock market list- 
ing to mid -1998, but has 
denied it is in difficulties. 

UK construction compa 
nies often commit equity to 
large infrastructure projects 
under the government's pri- 
vate finance initiative (PFI}. 

But investing in LCR 
could be riskier. Its business 
case is dependent on reve- 
nues from passengers, which 
will be harder to predict 
than usage of typical PFI 
projects such as hospitals or 
roads where users pay no 
direct charges. 

. - tan Tyler, finance director 
at Balfour Beatty, declined 
to comment on the prospect 
of investing In LCR. But he 
added: “We are very keen for 
the link to go ahead and 
would be prepared to con- 
sider a number of options to 
assist the process.” 

The intervention of con 
tractors and construction 
companies would mean a 
less- radical overhaul of the 
project's financing than if 
Railtrack, owner of the UK's 
rail infrastructure, were to 
get involved. This scenario 
could -either see Railtrack 
take a much larger stake in 
LCR or take over ownership 
of the high-speed track, leav- 
ing the train service, the 
Euxostar. to be operated sep- 
arately. 


Hambros Bank staff to 
sha|e proceeds of sale 


aV-- • . ✓ 


; By George Graham, : - - 
’• Banking Eifitbr ' 

■ Empfo'yees in the bonds 
division of Hinibros Bank 
• will: receive a. 6hare : ,in the 
. IT proceeds^ wlfenjliis .sold by 
Socifete Gfeterale/the^ fi&a&x 
- '. - bank wMcb^ aeqifired; the 
.... . 
whole of Btenhrds' banking 
op^tfons last: month for 
.ssoom ($495m), : r - ; \ s : . : 

- Safe talks -men now under. 
r way "with .jjosstole buyer, . 
- . leaving a -teato cf some 3040 
•• ’"staff/ Jed "by A&ian Bell, ' to 
: receive;i^;tc^47 ^r emt erf 
‘ the iietpmceiSs. .. 

. Under vthfr 'bernis aTaa\ 
' agreemenf ^digedosed' in*. 
Hambros’; Npsjfoaaldocpr ; 
merit,. Sbriste GSaferale . wifi- 
■ i':' receive to? -fifst £srii. of any ; 

; sale jnwasds:and vfitoployees 

: 7 ; teadsV<iivisian the* 

‘ I*. next fitaL-Cir-.-- - r '. ' y.-J. 

■ N^'prot^dBtrf .betweeh 


Generate and the employees, 
. . and ahove £18m the French 
^ bank -would take 75 per cent 
V. Soci£t6 Gdh&rale was 
zoafiily i Interested in 
Hambros': private banking 
and ccaporate finance , divi. 
sions. It said at the time of 
titepurritese that It believed 
; the hbhds division "would 
have ^ a greater strategic 
value to ;another financial 
imtitutibn, ahd that it would 
Jook for bids, , 

7 The agreement to split the 
proceeds .to- designed to 
handcuff key staff and thus 
increase: the value of the 
: business . ’to" a potential 
huyeai- •*... \ • 

. . Socfetfe Gfeferale said some 
offers ^for , the dxriskm had' 


the troubles of its .parent 
bank, the division has 
expanded rapidly, handling 
twice as many bond issues 
last year as in in previous 
year. -The: division managed 
around 45 per cent of Eon> 
rand bond issues test year, 
and was market leader in 
.Czech koruna for the second 
half of the year. It also had a 
market share, of about 25 per 
cent in Australian dollar 
issues. 

Hambros was named as 
“emerging currency bond 
bouse, of the year* for 1997 
by IFR, the financial mar- 
kets publication: an award 
which caused some internal 


- Socfeto 


; ~But _ no . decision had yet 
been mhde. - - -. . 

Hambros' band division 
has . built up a business 
which dominates a number 
Of smaller currency seg-\ 
mentspf.the maikeL Itespite " 


merriment, since the bank 
does not see itself as an 
emerging market specialist 
to the conventional sense. 
Its Issues are currency arbi- 
trage deals exploiting the 
high coupons available in 
some currencies, and almost 
all are for borrowers rated A 
and higher. 





helm in 199L 

Mr Gossage, who retired 
early last year, managed to 
turn around Hercules, 
regarded by industry ana- 
lysts as a “troubled com- 
pany". with earnings of 68 
cents a share in 1990 failing 
to cover dividend of 75 cents. 

In order to focus its activi- 
ties, Hercules bas been sell- 
ing non-core businesses 
including its film, electron- 
ics and aerospace operations. 

As a result, the number of 
employees has fallen from 
15,400 in the early 1990s to 
some 7.000. Sales declined by 
almost 30 per cent between 
1992 and 1996, falling to $2bn 
(£1.2bn), but restructuring 

and hi gher margins helped 
operational profits almost 
double to 6441m during that 
period. 

However, the company's 
problem has been finding 
new growth. 

Due to the lack of suitable 
acquisition targets, it has 
been forced to return about 
tl.9bn to shareholders 
through share buy-backs 
between 1992 and 1996. “On a 
five-year scale we've deliv- 



ered growth," said Keith 
Elliot, chairman and chief 
executive officer. But over 
the past two years, Hercules’ 
shares have underperformed 
the S&P 500 by 45 per cent 
and the S&P chemicals index 
by 43 per cent. 

With its annual average 
sales growth of 11 per cent 
over the past 30 years, 
strong growth at Allied, 
which last year had pre-tax 
profits of £55m on sales of 
£437m, is an obvious 
attraction. Allied's service 
culture is also an asset Her- 


cules wants to acquire. 

However, due to the niche 
markets in which speciality 
chemicals are involved, the 
understanding is that maxi- 
mum value may be hard to 
achieve. “It is hard to get 
synergies out of mergers and 
acquisitions." said an execu- 
tive at one European special- 
ity chemical group. 

Mr Elliot is coy about the 
expected effect on bottom 
line growth. At the time it 
announced its bid, Hercules 
said the acquisition would 
be of a more complementary 


nature rather than that of 
cost savings and synergies. 
Allied's management points 
out that there is little over- 
lap between its product port- 
folio - which consists of 
coagulants and flocrulants 
used in pollution control and 
paper making - with that of 
Hercules. Industry analysts 
say it is unclear whether or 
not the company can deliver 
concrete growth due to Her- 
cules' lack of a track record 
for acquisitions. “I can't 
guess what they'll do (after 
the acquisition) said Leslie 


Ravitz. chemicals analyst at 
Morgan Stanley in New 
York. 

Mr Elliot said the group's 
aim was to source 30 per 
cent of its revenue from 
products which were less 
than 5 years old. Hercules 
has reiterated its L55p cash 
offer as “generous". But, 
given Hercules' apparent 
appetite for Allied and that 
it was willing to bid a much 
higher price for National 
Starch, it would be hardly 
surprising if its offer is 
increased. 
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As Aoeounfing Officer within the Finance Division, reporting to the Head of the Accounting Section, you will 
assist In keeping the HJMET5AT acco u nts , and vM also act as interface between the users of the account- 
ing system and Rs system administrator. 

On the accounting ade, you will be required to produce monthly reports, keep the financial Inventory and 
assist in the preparation of financial statements. For the Oracle accounting system, you wfll act as back-up 
for the system administrator. 

To be successful you wU need to have a university degree or equivalent and considerable experience at 
accountancy, inducing computerised accounting (preferably Oracle). You should have a proven ability to 
commuiicBte effectively both orafy and In writing arid should have good interpersonal skills. Detailed 
knowledge of the financial management of an international organisation would be an adtfitfonal asset. 
Fluency in either EhgSsft or French, with practical abBty in the other language, is necessaiy. 

Based In Darmstadt, the pool is offered on an initial four-year-contrad, and in return EUMETSAT provides 
a very competitive salary and benefits package. 

To apply, please eand your CV, with covering tetter and indication of availability and quoting reference 
number VN 97/14, to EUMETSAT, F Jayawant, Postfech 10 05 55, 64205 Darmstadt, Germany. 

Candidates mu*t be a national of one of the member states. 

Closing date 15 January 1998. 


Member stefos: Austria. Bo&um, 
Denmark. Hniand, France, Germany, 
Greece, Instarx). Italy, Netherlands, 
Norway, Portugal, Spain, Sweden, 
Switzerland, Turkey, United Kingdom 


EUMETSAT 

Bwprt mneiulofllfl Sim IBs Organization 
OrgntMtkHi feuro p Aa n na He fafUtHw M*rAofoU»gknwi» 
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European Investment Bank 

A career in the heart of Europe 


OlV 







The EIB, the financial institution of the European Union, created under the auspices of fhe Treaty of Rome to 
facilitate long-term investment financing ana to promote the balanced development of the European Union, is 
currency seeking for its Directora te for Lending Operations in the European Union at its 
headquarters in Luxembourg a fm/f) 

Lending/Credit Specialist 

Qualifications: □ good university degree in finance/ economics. Several years' professional experience, 
acquired in a CREDIT DEPARTMENT OF A BANK, FINANCIAL INSTITUTION or RATING 
AGENCT, in examining and carrying through credit operations (preferably long and medium term lending], 
in particular risk assessment, andysis ana assessment of company performance and competitiveness, 
financial position, prospects and investment decisions: negotiation ana definition of loan conditions and 
security structure; □ experience in assessing the credit worthiness of banks and financial insiituhons, with 
good knowledge of the banking industry and its specific risks; □ knowledge of quantitative took and ability 
to make qualitative judgements on credit risk and guarantee; □ experience ana aptitude in direct contact 
with clients and negotiation of contracts; D ability to draft clear and concise financial reports and 
recommendations; □ sufficiency in computer applications. 

Languages: Excellent knowledge of English or French and a good command of the other is essential. 
Knowledge of other Community languages would be an advantage. 

The EfB offers attractive terms of employment and safety with a wide range of welfare benefits. 
Applications from women would be particularly welcome. 

Applicants, who must be nationals oF a Member State of the European Union, are invited to send a detailed 
curriculum vitae, either in English or French, together with a letter ond photograph, quoting fhe 
reference, to; 

EUROPEAN INVESTMENT BANK, Recruitment Division, (Ref.: PM 9704) 

L-2950 LUXEMBOURG. Fax: (+352)4379 2545. 

Applications will be treated in the strictest confidence and will not be returned. General information on the 
BB can be found on Internet (http://vvww.eib.org}. 
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Recovery on last day of trading 


GOVERNMENT BONDS 


By Vincent BoJand 

in London and 

John Labate fen New York 

Government bond markets 
staged a modest recovery on 
the last day of 199T trading 
on Wednesday, recouping 
some of the big losses 
Incurred the previous day as 
the US Treasury market 
headed higher to reclaim ail 
the ground it lost overnight 
Data showing continued 
positive trends in US unem- 
ployment and other key eco- 
nomic figures gave prices a 
boost helping to round off 
1597 trading on an upward 
note after a year of strong 
gains on the world govern- 
ment bond markets. 


European trading was 
quiet because of the closure 
of the German bund market 
for the new year holiday. 

Trading in DS TREA- 
SURIES was also thin as the 
market closed early for the 
new year's holiday. The 
30-year Treasury bond ended 
Jg higher at 1Q2££, with the 
yield down to 5320 per cent. 

Among shorter-term issues 
the 10-year note gained % to , 
1 02ft, yielding 5.744 per cent. 
The Federal Funds -rate 
stood at 6J25 per cent 
“We're ending on a posi- 
tive note," said Kevin Logan, 
senior market economist at 
Dresdner Kleinwort Benson. 
The day's strength in bond 
prices was due mainly to 
year-end balancing by inves- 
tors, he added. 


The Chicago Purchasing 
Man agement Association's 
December report came in 
close to expectations, with 
the index of manufacturing 
activity falling to 58.1 from 
59-5 the previous month. 

The data had only a slight 
impact on trading, with the 
market focusing on the mare 
widely watched report from 
the National Association of 
Purchasing Management, 
due to be released today. 

In European trading, UK 
GILTS staged a modest 
recovery in very light trad- 
ing, with the market not 
expected to re tu rn to normal 
trading levels and hours 
until Monday. The March 
gfit future ended & higher at 
12i£ with about 6£00 con- 
tracts traded. 


Market rebound hopes 
lift US-listed Asia funds 


The gilt market's main 
Immediate focus is the 
release today of M4 money 
supply and consumer credit 
figures for November, which 
are not expected to contain 
any surprises or to give any 
real indications of where 
interest rates might be 
headed. 

However, more pundits are 
coming forward to forecast 
that interest rates will rise 
a gain this year, peaking by 
the year-end. 

Deutsche Morgan Grenfell 
believes rates will rise to 7.75 
per cent in 1996, while HSBC 
James Capel expect them to 
peak at 8 per cent. 

Ta 1998 we don’t expect as 
helpfUl a background for 
gilts as we had last year, 
however, falling spreads will 


help mitigate weaker global 
bands,' 7 HSBC analysts said 
in a report on first-quarter 
investment strategy. 

While the Frankfurt mar- 
kets were dosed, there was 
some trading in GERMAN 
BUND futures in London. 

The March future ended 
0.19 higher at 104.19, while 
the 10-year gilt/bund yield 
spread widened to 104 basis 
points. 

Spanish, French and Ital- 
ian bonds all rebounded to 
reverse early losses. 

The SPANISH BONO 
future settled (138 higher at 
105.68 after briefly setting a 
new record for the 10-year 
bono/bund yield spread of 26 
basis points. The spread 
ended trading at 27 basis 
points. 
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'US Bated 
■ NorHJS Bated 


By Jonathan Ford 

Recent foils in Asian stock 
markets have opened up 
striking anomalies in the pri- 
cing of closed-end invest- 
ment funds that specialise in 
the region. 

Since the final quarter of 
the year, US-listed Asian 
funds have been trading at a 
premium to net asset value 
for the first time since early 
1995, according to a research 
report by Flemings, the UK 
investment bank. 

At the same time, similar 
non-US funds have fallen to 
stand at average net asset 
discounts of more than 10 
per cent. 

The figures suggest US 
investors are betting heavily 
that Aslan markets will 
rebound in coming months. 
However, their optimism is 
not shared by their non-US 
counterparts. 

Closed-end funds, gener- 
ally known in the UK as 


WORLD BOND PRICES 


investment trusts, are listed 
funds with a fixed capital 
base. The shares are priced 
against the investment per- 
formance of the capital base, 
which, determines the net 
asset value. In some cases, 
fiinds also have a limited life 
before capital must be 
returned to investors. 

Analysts argue closed-end 
foods represent safer invest- 
ments than open-ended 
mutual funds during times 
of extreme market volatility 
because they are not exposed 
to the same risk of redemp- 
tion by investors. These can 
force fund managers to sen 
their most liquid stocks to 
meet demands from inves- 
tors for cash. 

Peter JuhL emerging mar- 
ket investment fund analyst 
at Flemings, believes US 
funds have risen to premi- 
ums because retail Investors 
have been buying into the 
funds in the hope of catching 
a market rebound In Asia. 


“What is happening now is 
very similar to what hap- 
pened to Mexican funds at 
the time of the peso crisis. 
Then, retail buyers accumu- 
lated closed-end funds in the 
belief that the markets were 
very oversold and would 
rebound. In effect, they were 
prepared to give up some of 
the rebound upside just to 
make sure they were In 
there before the bounce.” 

In the first quarter of 1995, 
US-listed Latin American 
funds traded at average net 
asset premiums of around 7 
per cent before reverting to a 
discount during the summer 
as the region's mar- 
kets recovered. 

By contrast, Mr Juhl said 
non-US ftinds have slipped to 
a substantial discount 
because institutional and 
hedge fund investors, heavy 
buyers of such funds in 
recent years, have invest- 
ment criteria which preclude 
them from bidding up the 
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value of the funds to the 
point that they trade at a 
premium to net assets. 

Among Asian ftinds, the 
biggest premiums are to be 
found among US-listed Thai 
and Malaysian funds, which 
currently trade at premiums 
of between 30 per emit and 
50 per cent to net asset 
value. Even US Korean 
funds, which fell to a dis- 
count of around 15 per cent 
in the autumn as the eco- 
nomic condition there wors- 
ened, have leapt in the past 
two months and now stand 
at a 40 per cent premium. 

By contrast, Malaysian 


and Korean non-US listed 
funds are trading at a dis- 
count, although the Korean 
discount has recently nar- 
rowed to 10 per cent 

Mr Juhl said the behav- 
iour of US Asian funds did 
not necessarily represent a 
buying signal However, he 
argued that non-US closed- 
end funds could offer an 
attractive way back into the 
market for investors looking 
at gaining exposure to Asia. 

“There are ftinds trading 
at massive discounts which 
have historically outper- 
formed their markets and 
their peers,” he said. 


Big four 
dominate 
securities 
business 


i By John Authere 
l in New York 

I The '“bulge bracket” Wan 
Street investment banks 
dominated the growing mar- 
ket for underwriting US cor- 
porate securities last year. 
The top four - Merrill 
Lynch, Salomon Smith Bar- 
ney , Goldman Sachs and 
Morgan Stanley Dean Witter 
- accounted for more Sun 
half the market, according 
to figures released by Secu- 
rities Data. 

Both Salomon Smith Bar- 
ney and Morgan Stanley 
Dean Witter are the prod- 
ucts of large mergers which 
took place last year, demon- 
strating the consolidation of 
the industry. However, Mer- 
rill Lynch remains the larg- 
est, with 16.1 per cent, com- 
pared with 12.9 p&r cent for 
Salomon Smith Barney, 10JJ 
'per cent for Morgan Stanley 
Dean Witter, and 10.6 per 
cent for Goldman Sachs. 

These four accounted for 
50.4 per cent of the market, 
while the top 25 issuers 
accounted for 96-2 per cent. 

Securities Data’s figures 
also confirm that it has been 
a record year for Wall Street 
as a whole, with the volume 
of securities underwritten 
increasing by 33.8 per cent 
from S929.6bn to Sl^Mbn. 

Tfaere were few significant 
shifts in the rankings, with 
the biggest rises being 
recorded by NatWest Mar- 
kets, from 18th to 14th, and 
Nomura Securities, from 
25th to 19th. 

Merrill Lynch led in most 
of the categories monitored 
by Securities Data. Initial 
public offerings were one 
exception, however, with 
Goldman Sachs underwrit- 
ing Issues valued at $6.64bn 
to lead the market with a 
15.6 per cent share. 


NEWS DIGEST 


Airplanes Group 


issue 


Airplanes Group, the Irish aircraft leasing company, has ; 
filed a registration statenent with the US Securities and : 7 
Exchange Commission to tap the US hood market for • 
to ?850m. Proceeds from the issue, scheduled for March -- 
16, will be used to reEmance existing debt Morgan Stanley ! 
has > w*n mtmilfrttp j tn ant as 1 psA manager, with Ijehman ^ 
Brothers and Salomon Smith Barney ascaHnanagm. j 
AG owns 228 a ircraft , leased to. 77 operators in 40 coun- ‘ ' 
tries. The company also said it had agreed to seH six air- 
craft to Emery Worldwide Airways, the current lessee. •' 
An updated appraisal of AG’s aircraft is planned before I 
the end of the month, which is expected to show a larger - 1 
tftan anticipated decrease in their value. The aircraft are 
u s e d as collateral on some of the company’s existing debt .< 
i ynri a fall in their value could affect interest payments. 
Part of the shortfall, however, is likely to be offset by 
each reserves arid the proceeds from the sale to Emery of * 
the sax aircraft. Samer Iskandar 

■ SYNDICATED LOANS 

Elementis to raise £450m 

Elements, the rhgmieais group previously called Harr 
risons & Crosfield, is planning to raise £45Qm ($7425m) 
through a syndicated loan. Proceeds wfllfinance the 
acquisition of Rheox. a US manufacturer of additives for : 
industrial coatings, from NL Industries. The ch a nge In ' 
the company’s name took effect yesterday. • 

The facility is folly underwritten by DenDanfike Bank, 
Royal Rank of Scotland and 4. Henry Schroder, which 
have been mandated as arrangers. Syndication: is expected 
to be launched before the end of the month. 

The acquisition of Rheox, announced this week, was . - 
part of H&Cs strategy to dispose of nan-core activities - 
I and focus on speciality chemicals. The company has made 
disposals of£479m in the past year and plans to return 
£4Q2m (56p a share) to invest o rs. Samer Iskandar 

■ KOOR ACQUISmON 

Asian crisis delays meeting 

Koor Industries said thi» financial crisis in Asia was one - .. 
reason behind the delay of a shareholders' meeting to . 
approve its acquisition of a 10.66 per cent stake in ECU 
Telecom. 

Koor, Israel's largest holding company, had said in a 
statement to the Tel Aviv Stock Exchange on Wednesday 
that the meeting would now occur at “the closest possible 
date after the publication of ECTs "inmai report for 1987" 
lathes' than on February 10, as originally planned. 

Jonathan Koiber, Koor deputy chairman, said one rea- 
son for the delay was analysts’ concerns that ECZ. a 
maker of tel ecommuni cations equipment, could be hurt 
by the Asian crisis. Reuters, TelAviv 
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BENCHMARK GOVERNMENT BONDS 

%d Bd Bid Day chgWk chg Month Year 

Pec 31 Dana Canton Price YtakS yield yield chg ytd crin y«d 

AmtrtOa (WOT 7XM0 10329X3 5.40 *008 +008 *0.22 -0.79 

10/07 10.000128.7245 6X0 *009 *0.10 -0.19 -1-3Q 


BOND FUTURES AND OPTIONS 
France 

■ NOTIONAL FRENCH BOND FUTURES (MATJF) FFr 500000 


Betatron 

01/00 

03/07 

Canada' 

08N9 

06/77 

Denmark 

12/99 

11/0? 

FMand 

01/99 

04/06 


7.000 104-2400 
5J625 101.4900 
4000 99-3300 
6-250 105.7500 

4.750 99.5100 
7250 111.6000 

6X3O0 102.6300 
7X300 109-9400 

11.000 106.6850 
7.250 111.8430 
4X00 89.5448 

6.750 109.6500 
5500 101.1700 
64300 1012900 

4.000 996200 
7500 1732300 

6.000 104.6800 

6.500 107.5600 

6260 101.5200 
8X300 1162500 
6X300 102.6600 
8250 104,4500 
6-750 1062900 
7250 1184400 

6.400 H2X7100 
4.800 116.7600 

3.000 108.1800 
3X100 1062600 

7.500 105.6814 

5.750 103.1100 

6.500 972814 
6X300 7062397 

9X300 1042800 

6.750 108.7600 

8200 1042971 
6835 107.0137 


- 0.13 *067 

- 0.11 -029 



Open 

Sett price Change 

High 

Law 

Mar 

100.88 

10028 

+ 0 X 38 

10024 

10052 

Jim 

100 X 30 

100.16 

+ 0 X 36 

10020 

9920 

Sep 

99.76 

9092 

* 0 X 16 

99.76 

99.76 


■ LONG TERM FR 0 JCH BOND OPTIONS (MATIF} 


Jan 

- CALLS - 
Feb 

Mar 

Jan 

- pure 

Feb 

3.78 

324 

334 

0.01 

0 X 38 

2 20 

2.92 

2.56 

0 X 13 

0.16 

126 

2 X 35 

129 

0 X 38 

028 

1.03 

1-27 

123 

025 

020 

042 

029 

029 

0.63 

091 


EsLvM.nal.CHa 7,872 Pnts 11XHS. Piwtau day’s open HU Cats 82277 PU» 8522B . 

Germany 

■ NOTIONAL GERMAN BUW FUTURES (UFFET DMagO.OOO IQOttiS of 100 % 

Open Sell price Orange High Low Eat vol Open kit 
Mar 104.13 104.19 * 0.18 10425 10329 21782 222058 

Jun 103.80 + 0.19 0 1144 

■ BUHD FUTURES OPTIONS (LUTE) DM 250.000 points t* 10094 


Strike 

Price 

Fab 

Mar 

CALLS - 
Apr 

Jun 

Fob 

Mar 

PUTS — 
Apr 

Jun 

10400 

021 

0.91 

021 

1.13 

042 

072 

121 

123 

10450 

026 

0.64 

0.59 

091 

067 

025 

1 X 49 

121 

10500 

0-20 

0.44 

042 

071 

1.01 

125 

122 

2.11 


US CORPORATE BONDS 

Day's mot's Sprd 

Red SUP Bid Bid digs digs v 

Deo 21 date Coupn Raflng price yMd yU yU Govts 

*:wr£awj*7 '■ : 

P&cBgfl 07/02 725 AA- 1042088 8.16 -0.05 -0.11 *0.45 

MYTH 08/25 7X30 A* 88.1902 7.06 -0.05 -008 +1.14 

CWE 05/08 8X30 BBS 1092886 EL72 -0.06 -0.10 *028 

'm\ riti/wrfriLn ' .* V. ‘ . .. %'.■■ . .7. 

QECC 05/07 075 AAA 117X3214 821 -0.08 -0.11 *027 

Banc One 08/02 725 A+ 104.0407 821 -0X36 -0.13 *020 

USWaat 01/07 720 BBS* 103.7118 6.74 -0X35 -0.16 +120 

V/^' v -:; ; . 

WMXTecti 04/99 626 A- 992640 625 -0.05 -022 *0.70 

WbJ Mart 05/02 are AA 102.3773 ail -0X36 -0.13 *040 

Dayton Hud 08/21 9.70 BBB+ 1304448 7X33 -005 -009 +1.11 

: r 77\ j. .* : 

FHLMC O4/0T 7.14 WA 107.4977 006 -0.06 -0.08 +022 

SLMA 03/90 7.50 N/A 103262B 523 -0.D4 -OlO *018 

FNMA Q2/1 B 095 N/A 129.5(341 033 -0.05 -0X39 +041 

FFC8 06/06 OS5 N/A 1100068 6X34 -0.06 -012 *020 

arioH 77 r c ■ 

Stone Cont 02/01 9.88 B 992750 0X30 

AK St 12/Di 9.18 SB- 1022000 0X» 

Pacafta 06A34 1075 B- 972000 OOP 

New Yak dosing. Sowc* Kwadtve Doa/FT MormMlan. 


INTERNATIONAL BONDS 


625 -005 -022 *070 
011 -006 -013 +040 
7 X 33 -005 - 0 X 39 + 1.11 


006 - 0.06 - 0.08 +022 
523 - 0.04 - 0.10 *016 
033 - 0.05 - 0 X 19 *041 
6 X 34 - 0 X» -012 +030 


Sara: lauraotve D*a/FT mtarraOon. 


Esl va. MM. CH 1007 Putt 316 Pnvtoua de/S open hL. Cdtt 123679 Pun 133214 


■ NOTIONAL GERMAN BUND (BOBU FUTURES 
(PTB) DM250,000 IQOtha at 1DOM 

Open Sen price Change High Low BjL vol Open Int. 
Mar 10429 104.11 -022 10444 104.10 25260 200314 


Sandmtf A Poo's ratings. YUdx ta mbemml taste. 

US INTEREST HATES 

Close Treasuy B 8 b Bid Bond Vtoids 

Onmonfi Tin jw 

nine late _ — B>g Imim® - Time jew 

Mat ton rate P* UuMaonb 525 Rnyw 

FWJuofc EH StettMdl 548 10 -yaer 

WlMiMn Bdlon - Owjear SSI ayyaar 


Doctl 
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08 

Spam 

mop Mama 
Rriand FRN 

:• woitomt 
Austria 
AbCwy Nat 
Cred Fancier 
3CFFRN 
■ BJBOURA- 
BB 

Abbey Nar 
Watt Disney 
BB FRN 


SB 

OeadnerBk 
Brttsh Gao 


EB 

ABN Amro 

Ouebec 

CUcorpFRN 


Bayer L-Bk 
Tara cd 
Bea Canada 


Red SIP 
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Day's M8fs Spread. 

BW Bid chge cftge v 

price ytd yM ytd Qovta. 


02/07 

5.750 

AAA 1008129 

525 - 0 X 32 - 0.16 



01437 

5.750 

M 102 X 3179 

5.46 - 0.02 - 0.14 + 0.11 



03434 

5275 

A 992920 

046 - - 0.17 + 02 G 


~ 

09 MB 

3220 

AA 100 J 807 

428 - 0 X 31 - 0.18 -045 

- § 
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01434 

5200 

AAA 1022920 

5 X 35 - 0.02 - 0.15 + 0 X 33 



02/04 

0000 

AA 1042110 

6.16 - 0 X 33 - 0.17 * 0.13 

i 

— _ . 

02434 

9.125 

A 1107500 

044 - 0 X 35 -025 *041 



12431 

3.750 

AA- 992416 

4.48 - 0 X 13 -028 - 0.16 

» 
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02437 

7.000 

AAA 11 O 1 DD 0 

5 JS 6 - 0 X 14 -020 - 0 X 11 


- 

024 B 

0800 

AA 105.8000 

525 - 0 X 36 -023 +016 

i 


064 X 3 

0625 

A 1072400 

525 -OXM -020 +047 



03431 

5225 

AAA 1002613 

428 - 0 X 37 -025 -026 

» 
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12437 

7225 

AAA 1008280 

aea -oxm -o.ib *027 



12437 

7.780 

AA- 1042148 

7.14 -004 - 0.12 *066 

i ^ 


03/00 

7225 

A* 1002218 

724 -004 -022 *083 



02412 

7 X 330 

AA 100 X 3149 

051 - 0 X 14 -026 - 0.03 
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04417 

7250 

AAA 1000107 

6.00 - 006 . -018 *023 



06417 

7.125 

AA- 104.7174 

646 -OXM -014 *080 



01437 

7 X 300 

A* 1032648 

8.43 -OXM - 0.18 *007 


TTi-jnj. 

02434 

5238 

A+ »2 781 

000 -Oil - 003 ^ *OXM 








06434 

9200 

AAA 1101472 

007 - +014 *024 



05434 

0500 

AA* 113.1221 

528 - *014 +013 



07/90 

10228 

A* 1007308 

524 - *020 +021 



09432 

5.876 

AAA 1012401 

527 - 0 X 31 - 0 X 31 - 0.19 
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World Bank 03/02 5.250 AAA 1108700 1.13 -0X31 *OJQB 

Bpefci 03/02 5.750 AA 1184500 1.14 -0X31 _ *0X33 *0X31 

Crrd Fonder 0&O3 4.730 A 7125753 120 - fOM *048 

RaiyFIW 07/99 0AM AA 1002321 042 -0X11 *019 -0.16 

London ctashg. SonCK b ttmfcth ra D8W/FT MumttBon 

Standad & PoarH rataga. Yields: Local imrlgat UandanLMnnualeed taate. 
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Qna month Tin* months Om year Banket 
Rate %PA Rate %PA Bate WPA Eng. Index 


% 




I?* 1 - 57 099-224- 20*395 30.7217 20.7488 10 30B218 

r**” : ~ Wd -BOa619 : -4)2309-113 > 123 ‘312730 .608810 00.7S97 4.0 603655 
SS-’G'SSSi ' <UB83 830 ‘ m 11-Sl* 112387- 112312 17 nA 

5*"- MUJ2B1 631^660 10000 19380 19288 4J2 81717 

-S 18413 “™ 8 «S7 4.0 91041 

J*™*V W 22685 vfltfHg 57fi - 583 2Sm 2X01 -2MB6 4 JO 23290 
2*jfr ; -:';W -1*18 649 -OK 468367 484308 481017 -5.7 474.715 

2*^ -• V'B tOOH S34 - 554 1.1593 1.1525 1.1533 1 2 ■ 1.15 

_ W ®U* r*J» 821 -Ml 2918.79 288898 290146 11 2897.05 

• *£* -§5fl? “£££ 116 -’ 123 W - 27S0 618810 617587 601655 

2*™“* _ CH) : .13a56 -0XBK84B-3BB. 3.34B5 19234 1024 « JJXCCS 

Now^-. -r ptBO) T2J3Q2 -00562 287-337 12JD4T 12JS982 12JB92 4.1 12.0151 

ZSfi'' ••■£!- 22K?- 369 - 828 301671 301-825 301382 2A 300342 

£3 ?£££ ‘ 4U<a 684 ' 903 aS ‘- 890 241070 251222 17 243JJ73 

f^ 61 } , P?* VWSS2 -Oi»K 491 - 813 13.1215 13X160 13.0238 2$ 12X681 

SMCwtand : rffi). 2X889 -0009 987 - 011 14138 13855 2X872 14 2X646 

- ■ ”V* {£} . _ . • • • . m . 

SL ■ 1 ■ . - . ~ : 14848 942 - 953 15027 14816 .14908 3 X 14828 

■Wnr — 122929 - - - . . . 


German 
QW08- 
Ireland ' 
fta/y - 


*y - ■'■'.» -SOW*. -1X57 369-828 308*71 301-825 

SP» ■ - . '.f!4 Mtfft -4JX48 664 - 90S . 251X90 249JJ70 

. P 10 ! U0S2 -0.0355 461 - 813 13.1215 18X160 

5wft 2*|W« : 2§f ij. 2X989 -0X09 987 - 011 2^138 a apg 

UK - • • -“■{£} . ’■■ 1 . . • . _ '- 

Ecu -■■■'. - - : 14848' ^0.0058 942 - 953 15027 'l4816 

-80Bf >'.• •■ ‘^■.—•122629 . . ' 

America*'; .; ' 1 .• •; 

Aigerinna' : (Peso) 3.6451 -00112 448 - 453 1.6583 1X405 

»aij ; <ft$) 1X383 -0X126 359 - 387 1X492 1X313 

•••iW.:. 2X548 -0X272 538 - 553 .2X788 2X513 
Mode© (New Paso) 13X849 -OX931 546 - 751 115434 112331 
-USA '. . ffi 1*454 -0X112 451 - 458 .1*586 1*408 

PacttrfWdUb bw/Afrlo, . 

Australia CAS) 2X25S -00141 MSI , «w. 3 9«u 


3.7 20.1332 
3* 510887 


Ctoslng Change Ebdftftor Day's mkJ 
mid-pant on day spread high low 


(Scty 12-0512 +0X465 490 - 534 12*560 12*61 
(BFr) 37.0910 +0.111 360 - 760 37X830 36X81 


Ona month Throe months On* year IP Morgan 
Rale HPA Rale %PA Rate %RA nds 


3X 

10*178 

3.7 

1044 

Ctenmarit 

m 

6*474 

+00234 454 -484 

6*540 

3* 

8X88 

3* 

80* 

Flripnd 

(FM) 

5*457 

+0.01 95 423 ■ 490 

5+496 

3* 

8X585 

3l4 

IDS* 

Franc* 

m 

8X160 

+0X229 155 - 165 

aoiM 

SX 

. 2X560 . 

44 

103.1 

Granary 

(DM) 

1.7WI 

+0X066 STB -963 

1.7995 


-6* 496X94 -M 
IX 1.1284 24 

1.7 2840X8 2X 

3* 518867 34 

40 32182 15 

3* 11.7501 3.1 

2* 294.Q21 2* 

2.7 243*58 2* 

2.7 12.765 12 

IS 228S8 14 

. 12 1.4508 2* 


Z37B6 

2*513 

2X465 

31 

2X379 

2* 

2X014 

2* 

82* 

13X434 

13X331 

134066 

-12* 

13*721 

-12* 

14*055 

-11.6 

- 

.1*506 

1*406 

1.6429 

1* 

1*381 

1* 

1*196 

1.6 

109.1 

2*461 

2*154 

2X19B 

2* 

2*088 

2* 

2.4682 

2X 

85.1 

12X508 

12X146 

12.7461 

OX 

12.7999 

-l.B 

13X37 

-3X 

_ 

65.1530 64+830 

- 

- 
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5*285 

5*020 

- 

- 

_ 

- 

. 

. 

. 

915*30 

215.710 

212*37 

7X 

211152 

7.1 

199X12 

6.7 

11BX 

6.4457 

6,3745 

B.3906 

2* 

8X859 

12 

6481 

-12 

_ 

2X530 

2*173 

2*371 

-1.4 

2*412 

-1.1 

2*571 

-0* 

102X 


Greece 

Ireland 

Italy 

Luxembourg 

Netherlands 

Noway 

Portugal 

Spain 

Sweden 

SwQytand 

UK 

Ecu 

SORf 

Americas 

Argentina 

Brazil 

r.anw^i 


pi 283.710 +0X5 660 -760 284.120 

(IQ 1.4253 -0X048 243-263 1.4323 

0) 1768.05 +&9B 780 - 830 1760X0 

{LFrJ 37X510 +0.111 200- 760 37X830 

(R) 2X273 +00082 270 - 275 ZJ&90 

(NKi) 7*724 +0.0140 714 - 734 7X327 

(Eta) 183.850 +0*1 BOO - 900 184X00 

(Pta) 152.420 +0*25 370-470 152.660 

(SKr) 7*346 +0X325 321 - 371 7*409 

JSfi) 14586 +0.0045 581 - 591 14810 

(E) 1*454 -0X112 451 ■ 458 1*566 

- 1.1008 -0X032 005 - 010 1.1060 

- 0.740406 


20 12.5892 
22 36*52 

1* 6*162 
24 54161 

22 5*851 

12 1.7887 

-7* 289.805 
0* 1.4244 

-OX 1768* 
22 36*52 

2* 2X161 

Z2 7X35 
0* 183.475 
0* 152.055 
1.1 7*156 

4* 1.4435 

1.8 1.6381 

-1* 1.1048 


' 2X 1Z.4317 
2.1 36X61 
1* 6.7414 

22 5*492 
2.1 5*038 

21 1.7841 

-8* 306*25 
OX 14378 
-0.1 1754.17 

2.1 36X61 
12 1*879 

20 7.2600 

0* 181*5 
IX 150X9 
IX 7.8821 

4.1 14018 
1.8 1*196 

-1* 1.1163 


1.7 1024 
1* 1Q2X 
1* 103* 
1* BOX 
1* 105X 
1* 102.7 
-BX 85 .1 
-0* 

0* 75.6 
1* 102.0 
1* 1012 
1* 97* 

IX 92.0 
1* 784 
0.7 84* 
35 107.7 
1* 104.7 
-14 



' ’-H*— irWO) R>-S485 -0*831- 750 - 240 672728 664440 66*649 -222 88*067 -18* 76*485 -IS* 

Saudi Arataa PR) B.17M -0X421 695 - 722 82304.8.154! 8.762 7.7 6.145S 1£ &Ce41 1A 

fW"-'.- ■ ®) .2.7724 -0X049 703 - 74S 2JB11 2.7B5 2JB05 -3* 2.7848 -1* 2-7977 -05 

Bourn Alltea- (R) 8*071 -0X481 018- 124 BX664 7*817 8X623 -BX 8.1534 -7* 8*177 -84 

Socrtfi Kama (WonJ 2788 BT -+«U 3 844 - 929 2924*6 2716*8 . . - . 

TNwan.. ^ : ITS) 53J503 -0*334 9E8 - 078 54.1334 53*ffl2 53*867 1 j» 53*85 14 53X8B 15 

Thatoavl W 7*5237,: +1.198 003 - 470 79*500 765030 79.7605 -&1 81797 -75 84*588 -8* 

IUZSZ S** 1 ^ *** * fa * on * ** *“ ***** #***■ "«» xaM by »» Brti m Bw 

-hr ' i* 1 •P 01 nam *** “i“ In heft tub end the Saw table an darted from THE wwhsjtbb 

. OOSWQ SPOTend FORWARD RATE emeu. Son* mfaes ere ramM by fte F.T. 

The esdimge rates (need n ttn tabk ere m mtW* on the Hanwtd WpdhiwwJFTxaai 


CROSS RATES AND DERIVATIVES 


Argentina Peso) 05996 - 998 - 

Brazil (RSI 1.H61 - 150 - 

Canacb (CJ) 1.4311 -0X067 308 - 

Menco (NewPeo $ 8X620 -0X015 570 - 

USA 6) 

PadGs/Middto Eaat/AHca 
Australia (AS) 1*348 +0X019 342 - 

Hong Kong (HKS) 7.748S -0X005 475 - 

India (R9) 395100 -0X9 000 - 

tenia (Shk) 3*374 +0X071 331 ■ 

Japai (Y) 130X25 X585 000 - 

Malaysia IMS) 3*925 XX005 880 - 

New Zealand (N2£) 1.7222 +0X075 212 - 

RWlpptnes Peso) 39.9000 -055 000 - 

Saucy Arabia (SR) 3.7505 - 50? - 

Singapore (SS) 1*850 +0X085 840 - 

South Africa (R) 4*665 X.0O4 640 - 

South Korea (Won) 1695.00 +80 500 - 

Taiwan (TS| 325680 +0X81 380 - 

Thailand (BO 48.1500 +1X5 000 - 

T SOU rate oar S tor Doc 30. BUUtgr scraoc* in the 
US currency. JP. Morpan nondnal Indbw Dec 30: 1 
The enctange nO03 prtrted tn thla tatfle are atoo avaiu 


998 05998 05998 

161 t.1170 1.1157 

313 14350 14305 14298 iX 14273 

870 8X750 8.0550 8.1S0S -247 8X465 


354 1X360 1X330 1X34 OX 1X314 

495 7.7500 7.7470 7.7585 -IX 7*135 

200 395200 39.1950 

416 3.5418 3X300 

050 130450 129*20 129.43 5X lMX9 

970 35000 a 3500 3*9 0* 3*985 

232 1.7240 1.7170 1.7253 -22 1.7307 

000 41.0000 39.6000 40.7005 -24.1 41.883 

507 3.7507 3.7502 3.7508 -0.1 3.752 

850 1.8865 1*740 1.6825 -5.3 1.7001 

690 4.8695 4*600 4*075 -10.1 4.9775 

500 1755.00 1654*0 

900 32.7000 32.5800 32*79 -04 32.7005 

000 48.4000 46.0000 48.55 -10X 49*25 

i Dotor Spot labia show or+y tha Iasi three dectmd cdaoaa. 
Boas overage 1990-1 ML 
lobJa on the Hamel at haper/www*T«oai 


1.1 14211 0.7 B 22 

-74 .1 a 142 -1X4 

- 109.8 

0* 1X207 0* 65.6 

-34 8.1735 -5.5 


$ LIBOR Imartrenk taaig rate ere ottered rates tor Si Dm quoted io the mertet by lour 
i Ofcr we® conks at 11am each worlang day- The berrfee anr Barker? Treat. Bank ot Tokyo 
Mte u b M n, Ewclaye and Manorial Weeurdrwcr. 

Md rates are sham tor Vie demesne Miray Rdas. USS CDs. ECU & SDR Linked Demos (Oaf. 


EURO CURRENCY INTEREST RATES 

Dec 31 Short 7 days One Three Six 


month months months 


5X 123X55 5X 120X 
-0* 4X025 -2.8 

-2X 1.7495 -1.6 

-19.9 46*575 -17.7 
-02 3.7588 -02 

-3* 1.7275 -2.5 

-9.1 5X595 -8.1 

-0.4 32.7805 -0.3 - 

-9* 52X75 -8 6 - 

UK, retard & ECU are quoted n 


Belgian Franc 
Danah Krone 
German Mark 
Dutch Guide* 
French Franc 
Portuguese Eec. 
Spansn Peseta 
Sterling 
Swiss Franc 
Canadian Ootar 
US Dollar 
Italian Lira 
Japanese Yen 
Asian SSing 
Short twin rate ; 


4 - 3*2 3i? ■ 3,« 

3i2-3l 2 3JJ- 34 
3?»-3V 3,1 -3,1 
3'+ -31a 3A - 3ii 
3ii-3A 3^ 3>e 
5&-S s 4 Si'e-S* 
tii-A* 4j i-Ak 
73a - 7>4 7*4 -71c 

1 h-Te Ha - 1 

4^ - 4*8 4,5 - 4,4 
61 * - 6 5*8 - 5*2 

7»J - 6>2 ^ - 6^8 

ii - S? h - H 
U 2 . 1 5 - 4l 2 

re COM tor the US Doktf 


3U-3& 3li - 3,’* 
3% -3* 4,s - 3(| 
353 ■ 3A 35J-3A 

3J5 - 3jS 3}J - 3)1 
3i’< • V. 3il - 31! 
5A-5* 5^-5 
4&-*k 4(2-42 
735 - 73S 7JJ - 7JS 
1A-1X Hz-Us 
4lj - 4 ^ 4% - 4% 

Bie - 6 5iJ - 5(i 
9A-S{J 512-512 
0% 

7 - fiij 7 - eh 

and Yen. others: two da] 


3}2 - 
4ri-3J§ 

3B-3B 
312 - 3)2 
4%-4|J 
4S-4% 

7jl - 7i* 

Ifl-1A 

5-4% 
5iI-5S 
5^ - 5*8 

A - ii 

7-612 
6’ notice. 


4-3*1 
4i ■ 41, 

33-33 
43b -4l* 
4 - 3% 

4*-4il 

41? - 4 1? 
7fl - 7JJ 
1*-14« 
V. - 5A 

ESi 55i 

51 * -5ia 
i? ■ ii 

7 - 6>2 


■ EUROMARK OPTIOHS (UFFE) OMIm points of 100% 


EXCHANGE CROSS RATES 


BFr DKr FFr 




SoHjtum ' (Bft) 

Denmark' (DKr) 

France ;‘...(ITt). 

Qomttihy tOM) • 20.51 3*08 3X46 I 0*90 883* 1.127 4.100 

Ireland * OEJ ' 52.81 9.780 8X75 2.583 1 2820 2*90 10.51 

.IWy .ID. 2X98 0X87 0340 0102 0.040 100 0115 £1417 

Weritertande: (H) 18X8 3X78 2*88 0*87 0346 872.1 1 3.637 

Norway <Wri . 50X6 9X88 0180 2439 0952 2398 2;750 10 

PctTugal ■ (Es)- 20.15 3.724 3272 0*78 0X82 961.7 1.103 4.010 

Spdn . ptg) 24X1 4492 3.947 1.180 0460 1160 1X30 4.837 

Sweden "• ($0) 4070 8*30 7*82 2X88 0*84 2228 2*55 9XS1 

Switzerland (SFr) . 2540' 4.695 4.125 1X33 0481 1212 1X90 5X54 

UK (E) 6096 11X7 9X90 2*59 1.154 2909 3.336 12.13 

Cmtecle • • (C^ 25.88 4.705 4X04 1X58 0490 1235 1417 5.152 

USA (S) 37.05 6*47 8.016 1,708 0702 1768- 2X27 7X72 

Japan (Y) .28X0- 5X88 4*27 1X83 0X40 1380 1.559 5*70 

Ecu - 40 7B 7*38 6.622 1*78 0.772 1848 2232 8.U6 

Oeneii Kranar. Franch Franc, Norwegian Kroner, end SmSah Krenor per 1ft BNgtan Fine. Yen, Eactida. Lire 

■ O^MAWCWmWaCMM) DM 125.000 per DM ’ ■ X 

Open .Sett price Change Ffigh Low Est vol Open Ini. 

Mar 0-5613 05584 -0.0028 . 0X820 0X581 10,411 77,160 Mar 

Jun , -- 0*81 3 -0X028 - 05615 23 3X08 Jun 

Sep - . - 0X639 -0X028 - ' 0*640 4 - 1.636 Sep 


FRr 

Ml 

E 

L 

FT 

16X4 

4*53 

1*84 

4772 

5.472 

8.786 

2*26 

1X26 

2582 

2-B61 

10 

2*89 

1.166 

2939 

3X70 


Eb Pta SKr SFr 


Strike 

Prica 

Jan 

Fab 

CALLS - 
M3r 

Jun 

Jon 

Fee 

PUTS — 
Mar 

Jun 

9600 

020 

022 

0X3 

0.19 

0 

0.02 

0.03 

0.12 

9625 

OM 

0.05 

0X7 

0.07 

0.09 

0.10 

0.12 

0X5 

9650 

0 

0X1 

0.02 

0.03 

0.30 

0.31 

0.32 

0.46 

9675 

0 

0 

0.01 

0.01 

0.55 

0*5 

0*6 

0 69 


■ THREE MONTH PfBOR FUTURES (MATB^Pwa interbank offered rata 

Ma 

Jun 

Sep 

Open 

96.15 

96X1 

95.90 

Sett price Change 
96.19 +0.03 

96.05 +0.04 

95.92 

High 

96.19 

96.06 

95.92 

Low 

96.13 

95.06 

95*8 

Est. vol 
14(419 
2.599 
1,490 

Open irn. 
77.927 
42,715 
3a 605 


■ TMIEE MONTH EUROMARK FUTURES (UFFE)' DMIrn points erf 100% 


Swttzertand (SFr) . 
UK (E) 

Canada ' . (CS) 

USA .- (S) 

Japan (Y) • • 

. Ecu . 


3*48 1 0X90 . 

8X75 2.569 1 

0340 0102 0. 040 

2*88 0*87 0X46 
8.1 BO 2439 0952 

3272 0*78 0X82 

3.947 1.180 0460 
7X82 2X88 0X84 
4.125 1X33 0481 
9X66 '2X59 1.154 
4X04 1X56 0490 
0016 1.798 0.702 
4*27 1X83 0X40 
6.822 1*70 0.772 


EeL »Ot. total Cato 0 Pub SCO Previns ctay'B opw Ira, Csto SfSSStS PUB 301 B83 
■ EURO SWISS FRANC OPTIONS (UFFE) SFr 1m points of 100% 



Open 

SeRprioe Change 

High 

Low 

Est vol Open int 

Mar 

96.15 

96X0 

+0X2 

96X0 

96.15 

9548 

364339 

Jiri 

96 01 

96.07 

+0.04 

96.07 

96.01 

8083 

330495 

Sep 

95.89 

95X4 

+0.03 

95*4 

95. W) 

4882 

241343 

Dec 

95.70 

95.73 

+0.02 

95.73 

95.70 

5515 

203847 


Strike 

Price 

Mar 

- CALLS - 
Jun 

Sep 

Mar 

- PUTS ™ 
Jut 

Sep 

9650 

0.05 

0.06 

0.07 

0X7 

0.44 

o.sg 

9673 

0.02 

0.02 

002 

0.49 

0.65 

0.78 


■ OWE MONTH EUROMARK R/lURES (UFFE) - DM3rr? points of 100% 

Open Sett price Change High Low Est. vol Open InL 


Era. vol. total Cells 0 nos 0. Previous day's open irau Calls 0 Puts fifle 

■ THREE MONTH EURODOLLAR (1MM) Sim parts of 100% 


Jan 

95.44 

*0.02 

0 

633 

Fab 

96.35 

+0.02 

□ 

133 

If* 

96X7 

+0.02 

0 

100 

Apr 

96X4 

+0.02 

0 

SO 


m> Pam par 100 . 

WUSME VBH nrtURES (IMM) Yen 12.5m per Yao 100 

Open Sett prica Change High Low Est. vol Open bit. 
0.7762 0.7738 -0.0029 17785 0.773S 11.626 84.932 

0.7842 -0X030 - 0.7860 433 2.102 

0.7847 -0X031 65 262 



ODen 

Sdl price 

Change 

High 

Low 

EsL vol 

Open InL 

Mar 

94.19 

94X3 

+0X4 

94X4 

94.19 

70A07 

484.577 

Jun 

94.16 

94.21 

+0.05 

94X3 

94.16 

76*83 

380371 

Sep 

94.11 

94.16 

+0.05 

94.1 B 

94.11 

29X62 

263,402 

■ US TREASURY BILL FUTURES OMM) Sim per 100% 



Mar 

94.96 

94.98 

+0.04 

95X0 

94*5 

661 

8.073 

Jun 

94*3 

94.93 

+0.04 

94*5 

94.93 

86 

1X49 

Sep - 94*0 +0.01 

Al Open Irtaera Asp. ore lor previous day 

94*0 

. “ 

10 

23 


■ THREE MONTH EUROLRA FUTURES (UFFE)* LlOOOtn points of 100% 


Open 

Sett prica 

Qiange 

H&i 

Low 

Est. vol 

Open Int. 

94.61 

84.67 

+0X5 

94.68 

94*1 

6321 

155802 

85X6 

95.35 

+ 0.07 

95.36 

95X6 

2574 

128171 

95.52 

95.59 

+0.06 

95.63 

96.51 

1769 

93306 

95.52 

95*7 

+0.05 

95.59 

95.47 

1802 

68357 


■ TMIBB MOUTH EURO SWISS FRANC FUTURES (UFFE) SFrlm points of 100% 


■ SWISS HtANC FUTURES (IMM) SFr 126*00 par SFr 


■ STBtUNa FUTURES 0MM) £82.500 per £ 


BASE LENDING RATES 


Open 

Sett price Change 

High 

Low 

Eat vol 

Open Im. 

98XB 

96X6 

-0.01 

96XS 

98X6 

1123 

72815 

96.12 

96.12 

-aoi 

98.14 

98.12 

866 

30197 

93X0 

97*9 

*0.01 

98.01 

87*6 

375 

15686 

97.78 

97.78 

- 

97.78 

97.77 

119 

8046 


Adam 5 Company 725 
AHed Irfch Bank (GB) 725 
•Heniy AnetMCher 7.25 
Banco Bn»o Vizcaya 7X5 
Banfcoi Cyprus 7X5 
Bankotfraiand 7X5 
ftsAoMndB 7X5 

BanhofScoUand 7X5 
Boictaya Baft 7X5 
Brit Bk of MU East 7X5 
•erawi aptayiCn LN 7X5 
CMankNA 7X5 

OydeedalB Bank 7X5 
The Co-operative BarA7X5 
Couds&Co .. . . 725 
Cyprus Popular Bar* 7X5 
Duncan Laame 7X5 


EurterTiUGt Unwed 8X5 
FtoanotefS Gan Baric 8X0 
•RAM Rerra^j 8 Co72S 
•Guftneea Mahan 7X5 
Habb Bank AQ Zurich 725 
•Hanbros Bank 7X5 
HehtaNs £ Gan hvBk.7X5 
C.Heare8Co 7X8 
Honritong 8 Shanghai 7X5 
Investec Bari. (UK) U07X5 
XAan Hodge Bank 7 25 
•teopQH Joseph 4 Sore 7X5 
Lloyds Bank 7X5 

MdiandBank 7X5 

NalWoatmlrtsWr 7X5 
•RsaBrolhea - 7X5 
Royal Bk of Scofend 7X5 
Scoffiah VWdows Barit 7X5 



•Singer a FrietJantter 7X5 
•SmthaVWtantawi 7X5 
Sun Bariung Crap Ltd 7X5 
TSB 7X8 

United Bank ot Kuwait 7X5 
Urety Trial Bank Pic 7X5 
Whitaaway LaUan 725 
Yorkshire Bank 7X5 

• Members Cl London 
Investment Banking 
Association 
* In KknnBtnfflan 


■ THREE MONTH BUROYEH FUTURBS (UFFE) YlOOm points erf 100% 


Open Sett price Change High Low Eel vol Open mL 


Mar 

99.09 

-0.01 

Jun 

99.19 

X.01 

Sep 

99X1 

-aoi 


■ THREE MONTH ECU FUTURES (UFFE) EcuTm points of 100% 



Open 

Sett price Change 

High 

Low 

Est- vol 

Open rtL 

Mar 

95.51 

95*4 

+0.03 

35.55 

95.51 

350 

8976 

Jun 


95.54 

+0X3 



0 

5181 

Sep 

95lS0 

95.53 

+0.03 

85 53 

96.50 

75 

8115 

Dec 

95.64 

9564 

+0.03 

95.64 

95.64 

5 

4039 


LB-TE futures abo traded on APT 


EUROURA OPTIOHS (UFFE) LI 000m points of 100% 


Nafin finance Thist D 
ILS. $129,880,000 
Fkratfeg Rate Notes due 1999 

Fur the Lmatst Fenod 51a DemnKn. 
IW to lid March, 1^96 the Nor« 
mil tanr a Rite rrflra erea rf8J5(C5^i 
per smutm. The Coupon Amount 
per onptul US. SIMM Nme mil 
be US. S6.40 payable on 3Isi 
Match. 1998. 


The table below ghrae the.kaest aveHabie rotes ot exchange (nxvxJod) against four key curnsncJee on Wednesday. December 31. 1997 . in some cases the rate la nominal. MarLat rates ore the overage of buying 
and MBng-rstes except w here they ora shown to be otherwise, frt some cases market mtee hove boon r a ri r a d a t e d tram those of foreign cwrandee to which they are tied. 


K 8TB US'S D-MARK • 



r»--' ' • ■ 


. Brivaln. ' 
Bakwrleb 
angtadesh 
Brabedo. 
Betaus 

BeMran 


:WBhan# 

-781643 

47EODO, 

. 2041.08 

3603-14 

Gftrator 

(<3b£). 

i 

- . two 

240821 


m.iwa 

112X88 : QB0Q4 

(Dractvn>$ 

486X02 

Pho) 

BSXP18 

staroe 

- 32547S' 

4*0003 

OntaM 

(DaaWiWanri 

11X684 

. (Ranch R) 

V axuas 

.8.0190 

3X458 

.4*268 

Granadi 

(ECaribS) 

44425 


250784 

..- 15*420 

• M.7BBB. 

117X24, 

Buaa^rav 

(French Fi) 

08985 

(RbbcV Kwsnzrf^ 

^«30BS*> 

2S712M. 

14208OB. 

197792.7 

Quoin 

(USS 

1*454 

(ECtefeSr. 


2X000 

1 1*010 

' 2X765 

Qi—nrin 

ttratoa- 

101954 

psad) 

* 1*431 

*»ee 

0*500 

arms 

CUnoa 

PI 

1888X0 


822.4020 

- 4oaa7o 

277*00 

, 384^42 

Guhta-tferaj (CEARWS 

889*30 

(FtadnJ 

~ XMsa 

' 1.7900 

-04055 ‘ 

1X7B7 

Guywvi 


234*90 

' . TtoaS) 

' ' 2*853' 

1J5348 

OB5S8 

' 1.1804 




(EchRKfl 

208157 

■ ' 12*512 

.7*361 - 

07208 

HaM 

(Qranta 

27*868 

- * (Maraff 

WW.i40 

.396000 

?l«78 

3087*8 

Hon*™ 

(LwptoO 

21X187 

{RortEscndoJ - 

-S02>«8 

•18*850 

. 102290 

141X88 

Hons Kong 

(HKS . 

12.7490 

. • ■ 1 . ' 

■ 1 

. _ • ’. 

• • ’ r 

»’■ f s 


(Fort*) 

330022 

-.(Bahant St 

1-0454 

- ' 1 

. aasoE 

oXeoi 




(Dtaed 

*8204 

- 03771' 

0X0B7- 

02900 

toataid ffMfeuKfia Krata 

119.066 

e$pFtaan> 

730.784-' 

; 1 52.420 

84.78W 

117X24 

M4 

peteiiHw) 

64*142 

:.“k53- 

. 74.7012 

-4CL4S0D 

_ 26X774. 

■34X548- 

tedoiwsa 

•toriasg- 

0041X1 

■<art» 

13083 

20113 ~ 

- - 1,1186 

; 1*439 

km 

(RtaQ 

4836UJ5U 

fftoiftiri 

S9100JSD 

-naors 1 - 

Z335&X 

322908 

Iraq 

(kaql Dtoar] 

O5T160 

■ (BOfaRJ 

9*0819 

.37*510 

• 20-COB2 

204050 

Iraq 

(Iraqi Dko} 

197442m 


82007 

20000 

1.1123 

1JS« 

wAHap 

(PuraJ 

1.1544 



" - A* 


. 10FAR) 

(Bramudton% 

-.(Nflittumj 


BWjwN : ■ .' .* 

Birfgerit ' ' ■ {la*; 

Butina FHO - pFA Ft) 
Burma • • , , ^ (Kysrtf' 
Buuri ... (Bunted R> - 

CawboOi 

t e iuwei • ■ -. ^-FA.f +1 

■Canada •.. -ICanadtenR. 

Cnatybi-.'- ppPWacN' 

■ Qpc Venie . -- tCV.&om- 
OsymeriN ■. 

ConLAfr. R*P' •' (CfikM 
Cfrad - ICFAfiJ 

..Csfe . (CHkwi Peeo)'- 

- China . crews 

Colombia _ ", (CoiPm.- 
.Oomerer..'.', ...:■ 

Congo . ■■ ' PFA ft); 

C&Wfiwfre . p=A». 
ooaBi -■■ataw 
Crtn fCubanPeeript 

Cyan* ■ • - Cypres A.. 

Cjecnnep- '*-.«tstun4-.- 
.Dcnmorit ^ (OwWh Wnmt-- 
OptotriRap.r HPRB't 
Draririo- jEGratoB 
OnrtritamRsp.'flJftrt- 


4.1UO Jjmafca: UmeleanS 

■ 2X299 Japan (Yer) 

assay Jordan Ucrdanian Dte*1 

137241 kasekhraan (Tange) 
'482*80 . Kanya . (Kenya ffliBni 
- 4*081 Krtxll .' (AratrtSmS 
311.196 Konse North (WbnJ 

KoraaSoUh . (Wort 
2664*7 Kuwait ptomaB Dtaarl 


Fwdetan (Poto. Rupeel(4) 
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FT writers review a year in the markets dominated by El Nino and the economic crisis in south-east Arid 


SOFTS. - By Gary Mead 


Weather 


plays tricks 
with prices 



Wheat 


In soft commodities the year 
was largely dominated by an 
event that probably will 
overshadow much of the 
first half of 1938. Although 
on everyone's lips. El Niflo - 
an abnormal warming of the 
eastern Pacific Ocean, which 
can create havoc in the 
global climate - played 
tricks with commodity 
prices, with some defying 
expectations and surging 

ahnari of others. 

Cocoa futures started the 
year struggling to rise above 
£855 a tonne on the London 
International Financial 
Futures Exchange, but by 
July had risen more than 20 
per cent, to top £1.140 a 
tonne, reflecting fears of a 
big deficit and investment 
fund buying. The highest 
price on Liffe in almost a 
decade was reached in Sep- 
tember, at £1,186, and the 
£1,000 level was secure for 
the rest of the year. 

At the start of the year 
coffee quickly broke through 
$1,300 a tonne on Uffe, on 
reports of a Brazilian crop 
possibly 30 per cent lower 
than in 1996-97. By the third 
week of January coffee 
futures had gained $291 
since the start of the year, to 
51,520 a tonne. 

By May 20 arabica coffee 
futures on New York's Cof- 
fee, Sugar and Cocoa 
Exchange were at 20-year 
highs, on concern about 
frost damage to the Brazilian 
crop. Although there were 
no signs of a shortage in 
robusta beans - the Lille- 
traded coffee - futures 
reached $2^260 a tonne. 

But profit-taking quickly 
eroded those peaks. The 
week ending June 7 saw 
Liffe coffee ftztures lose 32 


per cent, to $1,815 a. tonne; 
despite El Niflo wreaking 
severe drought upon Indon- 
esia's robusta crop, the price 
failed to recover the dizzy 
heights of May, trading 
between $1,600 and $1,700 for 
much of the rest of the year. 

Freight futures on the 
Liffe- based Baltic Freight 
Index enjoyed a volatile year 
- ranging from 1.598 to 992 - 
but continued to struggle to 
achieve support, with an 18 
per cent drop in volume in 
the first nine months and an 
average dally traded volume 
of less than 200 lots. Liffe 
intends reviewing the con- 
tract in 1998. Meanwhile, 
moves by shipping brokers 
interested in developing a 
tanker-based freight contract 
proceeded apace. 

Sugar futures traded 
within a narrow range on 
both Uffe and the CSCE, and 
rubber prices also stayed 
within a narrow band; nei- 
ther of them showed much 
sign of being affected by El 
Niflo by the end of the year, 
although the picture could 
be very different in 1998. 

Among the more esoteric 
commodities white pepper 
was the focus of intense 
speculation, soaring to 
almost $10,000 a tonne, dou- 
bling in price since mid-1996. 
The main factor was intense 
speculation over next year's 
Indonesian harvest, which 
may - or may not - be badly 
affected by drought. 

Another attempt was 
made to introduce a pulp 
futures market, this time 
with greater apparent suc- 
cess than in the past. The 
OMLX exchange established 
In London a pulp futures 
contract, traded electroni- 
cally. 
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LME contends with 
three squeezes at once 
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Early strength 
unsustainable 


During an eventful year in 
the metals markets, the gold 
price fell to an 18-year low, 
palladium jumped to a 17- 
year high and on the London 
Metal Exchange three of the 
seven metals traded - alu- 
minium, copper and zinc - 
were gripped by squeezes. 

Traders say it was proba- 
bly the first time the LME 
had seen three squeezes at 
once. The LME board took 
determined action in August 
and September to ease the 
squeezes in aluminium and 
zinc. 

Zinc prices had started ris- 
ing after reports surfaced 
that Chinese smelters had 
gone short (selling metal 
they did not have, hoping to 
buy it later at cheaper 
prices). But prices soared 
instead. When traders heard 
Chinese companies were 
short of metal, they snapped 
up supplies, exacerbating 
the shortage, or squeeze 

Glencore. the Swiss trad- 
ing group, was said to have 
bought control of substantial 
stocks. Willy Strothotte, 


chairman, denied he was 
profiting unfairly; “We don't 
believe in cartels and 
squeezes. But if we are some- 
times cautious [buying 
metal] so we can cover our 
needs, that has to be 
accepted." 

In aluminium, shortages 
developed after Glencore 
bought metal on the LME at 
a time when Barclays Met- 
als, a subsidiary of the UK 
bank, was holding alumin- 
ium stocks off the exchange 
from which it was supplying 
customers. 

Unfortunately for Glen- 
core, it sought particular 
grades that were in short 
supply so prices for immedi- 
ate delivery soared above 
those far metal for delivery 
In three months, 

By the end of the year the 
squeezes had evaporated as 
turmoil in Asian financial 
markets developed and it 
became clear this would hit 
demand. US investment 
funds sensed the time had 
come to withdraw from the 
market or to sell short 


Many of the same funds 
already had made a fortune 
shorting gold, helping drive 
down prices steadily. Senti- 
ment was gloomy as fears 
about big sales by central 
banks gripped the markdt 
and three disposals - by the 
Netherlands, Australia and 
Argentina - were revealed. 

Gold lost nearly a quarter 
of its value during the year, 
fantng by $90 an ounce to 
trade at $281.15 on December 
9, its lowest since August 
197ft 

Palladium and platinum 
had a roller-coaster year. In 
the first six months Russia, 
the biggest palladium pro- 
ducer, foiled to export any of 
the metals because of 
bureaucratic bungles and 
palladium’s price in August 
shot up to a 17-year high. 

Platinum was also helpwl 
by the Russian problems but 
by December it was at a 
4%-year low because of wor- 
ries about the Asian market 
turmoil and suggest i ons that 
Russia was selling as much 
as possible before year-end. 


Oil prices began the year 
strongly. The international 
bellwether Brent Blend, 
approached $25 a barrel on 
London's International 
Petroleum Exchange in Jan- 
uary, although such high 
levels proved unsustainable. 
But the early price spike 
resulted in a strong first 
quarts' average for Brent of 
$2140 a barrel, well up on 
the 1996 average of $20.62. 

Oil exports under the 
Iraqi oH-tor-food programme 
were one of the reasons for 
the steady foil in prices over, 
the first half; in June Brent 
foil to $17.35 a barreL But 
the un pr edi c ta bility of Pres- 
ident Saddam Hussein also 
bolstered prices over the 
summer, when he decided to 
suspend Iraqi oil exports 
until a new aid distribution 
deal could be struck with 
the United Nations. 

Prices were also supported 
by the realisation that a 
number of oil development 
projects outside the Organi- 
sation of pietroleam Export- 
ing Countries were suffering 
substantial delays. 


The problems affecting 
non-Opec field develop m e n t s 
forced the International 
Energy Agency steadily to 
revise downward Its esti- 
mate tfl non-Opec output for 
the year. The IRA’s consis- 
tently optimistic view on 
non-Opec output has been 
hotly debated within the 
international oU industry, 
given that its statistics and 
predictions are the accepted 
starting point for many oil 
price predictions. 

The recovery in prices 
continued into the autumn, 
when Brent edged back 
towards $22 a barrel. Saudi 
Arabia's announoemant that 
it wanted to increase output 
damped any bullishness in 
the ran up to the winter. 

The late November meet- 
ing of Opec reinforced the 
bearish tone to the market 
The exporters group decided 
to lift its production ceiling 
by 10 per cent to 27.5m bar- 
rels a day just as the scale of 
the financial and economic 
upheaval in Asia, one of its 
main markets, began to be 
appreciated. 


After the highflying dnshas 
of 1996, grain xffices returned 
to :earth last year. The csfa- 
’ price for wheat on foeChi. 
cago Board of Trade hovfifod 
between $3.20 and ' $8.80'. a 
bushel, for : much of- 'the 
Period. . 

. - It broke out of this range 
briefly between March and 
.May, but even - ther^\ top 
prices, at- around $44Q a 
bushel, were well below the 
56-plus seen in 1996. Com (or 
maize} was a Similar story, 
remaining, well bek>vr.-$$ a 
. bushel for much of the year. 

Underlying this" ''eticttfUty 
was - strong; production 
worldwide; some rebuilding 
of gram stocks, which to 
20-year lows in 1995; fend, 
towards the end of lOSfca 
suspicion that the ecomablc 
woes in. Asia could dampen 
demand tor grain. . . 

The main KrantervaBlng 
factor was El Niflo, the pal- 
odic weather pattern ; that 
can cause abnormally dry 
conditions in . Australia, 
South Africa and pdrfs of 
Asia, and heavy rains in 
parts of South America, to 
reality, while foe current El 
Niflo had some devastating 
social consequences - ' in 
south-east Asia,. its effect on 
grain production worldwide 
ha not been significant 

Soyabeans ^gan foe year 
an an exciting note, surging 
from less than $7 a bushel to 
more than $8.60 in mid- 
March amid concern at low 
levels of inventories. This 
represented an eight-year 
peak but the prices proved 
unsustainable: in thefoce of 
strong production from 
South America and a record 
US soyabean crop, prices 
bad fallen to around S&0Oby 
late December. 


Nikki Tait 


COMMODITIES PRICES 


BASE METALS 


Precious Metals continued GRAINS AND OIL SEEDS SOFTS 


LONDON METAL EXCHANGE 

(Prices from Amalgamated Metal Tnadkitf 
■ ALUMINIUM, 9B.7 PURITY ff par tonne) 
Quit 3 mthm 
Close 1903-4 1527-8 

Pmrioue 1523.5-4.5 1546-7 

HJghflow 156871590 

AM Official 1503-4 1527-8 

Kart doss 1551-2 

Open Int 
Total (My turnover 


Sea Day* Open 

pita donga Hgh ton mu m 

Jan 2BL2 -1.7 2 

Mi 289a -1.7 2915 2882 1^567 89218 

Ap 2915 -1.7 2925 2900 534 12543 

Job 2995 -1.7 2945 291.7 221 11,648 

Aag 2955 -1.7 2982 2955 12 5480 

Oct 2975 -15 - - 597 2589 

Total 17,770177,704 


■ WHEAT UFFE pOO tonnes; £ per tonne) 

Sait otfM am 

prica danga Ugh L» IM M 

Jan 8050 -043 8055 8050 37 151 

Hv 83.50 -025 8350 8350 7 3.005 

toy 8550 -025 - - - 3511 

M 8750 -029 - 478 

Sap 8025 - - - - 38 

Total 44 1515 

■ WHEAT C8T (6,OQObu irtnc cantsffiOb bushed 


COCOA UFPE (10 tetnaa; E/tonne) 

sett toy* 


MEAT AND LIVESTOCK 

m LIVE CATTLE CME (4Qb00toa; centaAba) 


pika danga ffigh Law Vd tat 

Dan 1087-»33 1038 1038 48 78 


PLATINUM NYMEX [50 Troy at^ throy ozj ~ 


tor 1082 +23 1082 1082 1,391 6551 B 

Hay 1100 +18 1100 1085 78 25.117 

JM 1119 +18 1115 1110 J» 12547 

Sap 1137 +15 1138 1123 1,121 21542 

Daa 1157 +15 1157 1157 85 24548 

Total $6016*110 


sat toy*» Opao 

Prica danga Ogti Urn Vol tat 
66.450 +0.100 68.700 60300 5.392 40*64 
60775+4225 69550 80550 3J7B 20413 
80275+0.100 60526 68.175 993 10580 
80775-410® 69.HW 60750 756 0620 

71275 - 71225 71250 50 1.B3 

72200 - 72800 72800 12 335 

7077810(275 


m ALUM94IUM ALLOY (5 pertannn) 

Ctose 

1360-70 

1384-BO 

Previous 

1380-65 

1388-400 

Hltfiflow 


1405/1400 

AM Official 

1380-70 

1384-90 

Kerb close 


1395-100 

Open bit. 

- 


Total ttty turnover 

- 


■ LEAD (S per tonne) 


Close 

529-30 

538-40 

Previous 

548-7 

554-5 

WSMow 


56&SS7 

AM Official 

529-30 

539-40 

Kerb dose 


584-5 

Open btf. 

- 


Tool defy turnover 

- 


■ NICKEL [S per tonne) 



Jen 370.6 -88 3718 3858 

Apr 3608 +5.8 3698 3615 

Jd 3868 +03 3800 381.0 

Oct 3808 +03 

Total 


1Z1 1852 
418 9,781 
3 313 

8 15 

2201 11,188 


5345-30 5370-75 

5415-25 5440-45 

5435/5416 
5345-50 5370-75 

5410-20 


Ctoss 5965-70 606045 

Previous 5885-90 6075-30 

WgWta* 6110/0070 

AM Official 5965-70 6060-65 

Kerb doss 6070-75 

Open Int. 

Total daly tanovar 

■ TIN (5 per tonne) 

Oose 5345-50 5370-75 

Previous 5415-25 5440-45 

HfcplAovr 5435/54K 

AM Ofllott 5345-50 5370-75 

Kerb dots 5410-20 

Open Int 
Totd daly runovnr 

■ ZINC, aggd hlflh gratia ffi pgr tome} 

Ctoss 1069-90 ii 13-3 J 

Prevtaua 10905-008 1121-2 

Hltfi/low 113171101 

AM Official 1089-90 1113-3.5 

Kerb ctooe 1107-8 

Open Int 

Total drily tumom 

■ COPPER, grade A (5 par tonne) 

Ctoaa 1698.5-9.0 1728-9 

Previous 1712-3 1740-41 

Hfch/few 1 760/1 74i 

AM Official 169&5-9.0 1726-9 

Kerb Hose 1747-6 

Open Int 
Told defy turnover 

m LME AM OffioW £/6 rata; nfa 

LME Ctodng Eft rate n/a 

Spot DA 3 rtB nta 6 rite nta 9 Me nta 


■ PALLADIUM NYMEX (100 Troy qe.; SAroy CgJ 

tor 203.15 -060 203.75 20380 90 3478 
An 201.15 -045 20200 202.00 - 295 

Sap 198.15 -045 4 

Total 888 3,778 

» StLVBI COWEX fiOOO Ttay rx^t Gertsflrey OZj 

Jaa 9934 -19.7 35 18 

tor 5988 -19.7 8175 5808 13872 68,841 

May 6003 -102 605.0 5868 449 7894 

M 6004 -194 6208 5608 119 7496 

Sap 6004 -194 - - 4 1J516 

OK 6004 -194 6038 5908 268 7425 

Total 13489 98549 


Mar 325.75 -280 32940 32540 10854 36380 

iter moo -1.75 337.75 urn lyw 12330 

Jd 339.75 -280 34240 339J0 1,732 2CL233 

Sap 34880 -280 34980 34740 140 1801 

On 359.00 -180 38080 35980 57 2341 

Jd 37200 +680 - - 8 47 

TUal 14365 8V«E 


■ COCOA CSCE (10 tOTwa: Vtamaa) 


■ LEAN HOOS CME(4Q.GO0toa; cental 


■ MAIZE CBT (5800 bu irifc centalSBOi bmhel) 


nr 

1630 

-11 

1641 

1629 1.153 4MB1 

Fib 

57.700-0.150 57325 57350 3310 

21458 

toy 

1661 

-10 

1673 

1660 

395 21316 

to 

56350-0275 5B350 58175 1338 

0.OW 

JM 

1886 

-10 

1694 

1885 

84 

6347 

JUI 

61575-0300 64.100 B3JB5 1,185 

6365 


1710 

-10 

1720 

1720 

73 

5315 

JM 

62.775-0425 63300 62725 247 

1385 

Dk 

1732 

-17 

1740 

1733 

138 

M64 

ANB 

» 950 -0775 61J00 80800 55 

392 

tor 

1781 

-12 

- 

- 

206 

8333 

Oct 

57300 - 57.650 57300 100 

367 

TOM 





2375 BL56B 

Total 

6306 

38,731 


(to 265.00 -1.75 26780 264.75 21.4Z3167307 
May 27280 -1.75 27480 271.75 3338 49352 

Jd 27780 -225 27976 27780 2840 59781 

Sap 27780 -280 Z7925 27735 439 7808 

Dk 2B180 -225 2B380 28030 1317 34381 

tor 287.00 -225 28885 28630 156 1. 291 

Tstal 30/B2 m/84 


■ COCOA (1CCO) (SOffa/tcrme) 

Dk SO Pika Prev. toy 

Dafljr 127138 127525 

■ COFFEE UFFE (5 tonnes; S/tawe) 


■ PORK BELLES CME (aqOOObffi OWiaffia) 
M 59025-1.925 51.450 49300 1.159 5.68 


■ BARLEY UFFE (100 tomec £ pv tonne) 


113171107 

1113-33 

1107-6 


ENERGY 

■ CRUDE 08. NYlffX (1,000 bands. S/banaj 

Sdt Day* Open 

price danga ffigb Law Val W 

m 1734 -MW4 17.84 1730 835 1178k 

tor 1733 +901 1883 17.71 278 49,751 

Apr 1883 +901 1880 17.93 861 27,801 

toy 1921 +081 1940 1917 2459 21353 

Jaa 1935 - 1952 1931 1878 34842 

Jd 1&44 - 16.80 1834 1800 21348 

Total 71 308411314 

■ CRUDE OP. IPE (SflarreQ 

Salt Day* Oph 

Prica ohaar H|k Law Ud tat 

M 1952 -915 1962 1950 8300 71303 

Bar 1971 -910 18.77 1967 2,478 42238 

Apr 1964 -086 1880 1978 464 13470 

toy 1985 -908 1399 1980 H 12223 
J* 17.04 -088 17.06 1785 280 19898 

M 17.12 -906 1995 1995 17 7377 

Tdd 12322188/92 

■ HEATING OIL HYMBt {42000 U5 fl8>L; cAJS (ptoj 


jaa 7430 65 

Mar 7730 - 7730 7730 8 1355 

May 7830 20 

8Bp 7730 . - - - - 6 

Total 8 1388 

■ SOYABEANS CBT (5,000tai nta canMOta borite 


JM 67030 -1975 68980 E7D30 18357 17347 

Star 67633 -a 50 68780 87530 20301 53,805 

May 88330 -900 09230 68230 1,756 26,683 

Jd 68980 -630 8BBJS0 68880 IfiB 29774 

Am 66900 -930 09480 68780 45 4308 

Sqi 677.00 -1.50 68030 87680 7 248 

Total 43388 138,181 

■ SOYABEAN OIL C8T gftDOOfcK contaflb} 

JK 24.79 -930 25.10 24.72 10391 7871 

tor 2587 -922 2530 2915 12344 54381 

May 2583 -916 25.79 2942 1,069 17,328 

Jd 2538 -082 2990 2538 705 12333 

Aag 25.63 -917 2968 2530 16 3316 

sap <530 -915 2630 2999 40 1329 

Tdd 26/16 8BJM2 


Jn 

1747 

+33 17B1 1725 

984 5338 

Mar 

1732 

+30 17« 1H0 1,436 25372 

May 

1712 

+27 17S 1880 

338 7,734 

JW 

1705 

+ZT 1714 1690 

42 1321 

Sep 

1705 

+27 

- 647 

Dev 

1710 

+27 

- 32 

TOW 



2301 41,042 

■ COFFEE *C* CSCE (37.500B»; cmtsAb^ 

tor 

16245 

-235 167J0 15930 2,139 16488 

toy 

157.75 

-1.75 16130 15530 

384 5398 

Jri 

182JK 

-145 15530 150.00 

133 2315 

to 

14&25 

-130 14630 145,00 

54 1346 

Dk 

141.75 

-130 14330 14330 

16 1,229 

tor 

13035 

-130 

2 203 

Total 



2,796 27301 

■ COFFEE 0CO) (US carta/pois’xJ) 


too 30 



Prev. day 

OnaLOaly 

12634 

12537 


50.025 -1.925 51350 49300 1.159 5.659 

49750-1325 51.100 49725 244 1,474 

50800-1300 51850 50300 98 1,104 

49975-2.125 51390 49750 87 067 

49050-1850 47300 +9050 JB 117 

1307 a 352 



LONDON TRADED OPTIONS 

State prica Stoma —Cato— —Pula—. 


IS toy araiqa — 13912 13937 

■ WWTE SUGAR UFFE (60 tonnaa; Sftannd 


16395-S.Q 1728-9 

1712-3 1740-41 

17fi£VJ746 

16395-98 1726-9 

1747-8 


■ SOYABEAN MEAL CBT (100 torn; S/tcn) 


San Days 
Orica dMnpa MpS 
4988 -038 5900 
4972 -918 5035 
4987 -923 5945 
4937 -918 50.40 
4977 -91 B 5935 
4972 -918 5030 


Jim 4972 -918 51 

Tdd 

■ GASOIL «= (Stomal 


Low to tat 

4830 22,645 10,162 
4940 18309 573J5 
4960 6,115 21325 
4980 2310 13,486 
4975 1729 9104 
4930 2339 12.126 
5830181380 


Jto 2033 -94 2097 2090 11328 15353 

tor 2013 -90 2053 2097 7369 41333 

Hay 2004 -23 2043 2003 1,213 24343 

Jd 2023 -91 2053 202.0 832 16328 

Ate 2033 -13 2043 2033 420 £141 

Sap 209S -13 2D43 2095 28 9723 

Tout mm mm 

m POTATOES UFfE go tonnes; £ par temaj 
Mr BU 


MR 3096 -92 3095 3083 123 29532 

toy 312.1 +03 3190 3190 18 9317 

Aat 3144 +08 - - - 4314 

det 3093 +0.7 4468 

Dk 3103 +13 168 

Tttd 1*1 38,174 

■ 8QQAH 11* CSCE (112.000fbs; oentBAn) 


■ HIW QHAPE COPPBt (CQMSQ 


Sdt Day* Q„K 

price chaapa Htfi Law Vd int 

7630 -915 7630 7630 TflOT 3,771 
7735 -925 7940 7940 178 2,408 


7910 -0.40 7930 7900 3301 35366 


Apr 7970 -940 - 164 1,868 

toy 7910 -035 8920 7940 210 5382 

J» 7985 -0.35 8940 8040 Si 1M7 

Tdd 9798 79744 

PRECIOUS METALS 

■ LONDON BULLION MARKET 

IBjgW tagged by N M Baggaffig 

QoUbtoyn) # prica £ oqufv SFr «quh/ 

Ctoaa 28990-28940 

Opentog 28990^8640 

Morning ftx 28830 174.722 420352 

Afternoon fix - - 

Day”* Hgh 26632897 

Da/a Law 2897-360,1 

Pmfaui dSH 2696029040 

Looo Ldn Mm GoU Landtog totes (VS USSJ 

1 month 904 fi months 4JI0 

2 months 90S 12 memte 4.00 

3 months 3 qb 



Sett 

Daft 

Opn 


erica dans* Ugh tor 

IW tat 

Jan 

moo 

-130 151.00 148.75 

1317 24,711 

Fto 

15130 

-130 15230 16130 

1393 17322 

tor 

15330 

-1.00 15330 15330 

426 10,739 

to 

15430 

-125 154.75 154.00 

321 5,030 

May 

15630 

-US 1S.7S 1S30 

216 3,196 

Jn 

15175 

-125 15630 15530 

25 11368 

Total 



eta eta 


to 

1123 

-43 

115-0 

1120 

18 

im 

toy 

1223 

-33 

- 

- 

- 

67 

JK 

1323 

-33 

- 


- 

- 

to* 

563 

- 


— 

- 


Total 





19 

1,164 

■ fflSOHT (Ba=FEX5 UFFE JSUWndm pdrfl) 

Jao 

1210 

+15 

1210 

1205 

17 

876 

Fab 

122S 

+15 

- 

- 

- 

IN 

Ma- 

1215 

- 

- 

- 

- 

12 

to 

127S 

- 

- 

- 

- 

444 

JM 

1150 

- 

1135 

1135 

5 

123 

1WM 

CkM 

Prev 



a 

14* 

OH 

1221 

12a 






Mar 1222 -038 1231 1231 4414 67315 

May 1139 -90S 12.07 1136. 1367 33,007 

Jd 1130 -906 11.67 1139 648 30420 

Oct 1135 -004 1130 1136 883 29483 

tor 1144 -903 1147 1144 220 7457 

Mffif 1140 -902 1142 1140 140 1,210 

Tdd 7316 167376 

■ ogngiiNYCTgaooo^cjte/iad 


■ ALUMMUM 

(89.736) Fab 

1550 - 

1575 

1800 - 

■ COPPER 

(Grade A) LME Fab 

1750 - 

1800 

1850 - 

■ COFFEE UFFE Jan 

1850 20 

1700 3 

1750 - 

■ COCOA UFFE Mar 

1025 70 

1050 S3 

1075 36 

■ BRENT CRUDE 

IPE Fab 

1650 35 

1700 15 

i7so a 


May Feb May 


CROSSWORD 

No.9,570 Set by DINMUTZ 


May Feb May 


Mar Jan Mar 


131 

12 

48 

101 

45 

68 

7B 

82 

94 

May 

Mar 

May 

97 

13 

22 

61 

21 

31 

68 

32 

41 

Ma- 

Fib 

Mar 

es 

33 

44 

14 

63 

70 

27 

108 

106 


LONDON SPOT MARKETS 

■ CRUDE OIL FOB (par barred +or- 


Mar 6737 -908 6735 6990 958f 4ZZ76 

toy 6830 +910 66.79 8630 674 14324 

Jd 6978 - 7038 69.70 72914393 

Oct 7130 -903 7130 7130 4 1363 

Dae 7236 +905 7230 7230 163 13325 

tor 7838 +905 - - 458 

Tdd 5,175 67,678 

■ ORANQE JUICE WYCS pfi^OOtea; nrtate) 


Oubd 31433-439 -923 

Brent Blend (danad) *1635^08 -0055 

Brent Bland (Fed) Si 633-6.64 -035S 

w.TJ. nAa 

■ 09. PRODUCTS MW C tawatit daBnry OF (toruj 



Premium Gaaallna 
Gas D8 
Heavy Fud CM 


■ NATURAL QAS K (1 JOO tewa; peace pg iwd _ 

Feb 18360-9040 - 3^26 

tor 11.700 -0.050 11.700 11.700 50 2310 
Tdd to ata 

■ NATURAL QAS IffMEX pOJIOO mnfeiL; 8MBB6U 


PULP AND PAPER 

■ PULPEX QtoJt (USS; 24 air dry torts) 


6900 -2.10 6130 7930 3347 3367 

83.70 -215 8530 83.10 8JXU 2B.757 

8980 -230 B8.65 8630 1,078 6225 

9910 -230 9140 9910 314 9380 

9339 -239 94.35 8435 69 1373 

95.70 -230 9730 9630 2 136 I 

11294 44,772 


81 77-1 T9 
$191-153 
577-79 
$161-183 
$ 172-174 
$157-158 


■ NATURAL CMS (Panco/tharm) 


Bacton (Jan) 16J15>16.15 -0.15 

Arirdwm Apw- Tet Lotobn (0171) 397 8762 
■ OTHER 


Sett toy's 

taka ctotea no ft law 

2384+9029 2295 2235 
2230+9027 2255 2205 
2.175 +0.020 2.165 2.160 
2165+9015 2175 £145 
Z.170+9015 2178 £155 
2178+9015 1175 2160 


Opn 
W U 

10JB3 42212 
1MJ254B 
1388 12747 
637 9,401 
767 6357 
822 9321 
21310181343 


Ml tefa Open 

price ctegt Sph Low Vd H 

MV 48100 +530 46330 477.75 BS 350 
Jto 50430 +975 50430 48930 32 Z77 
Total u 627 


FUTURES DATA 

At fubms data suppled by CMS. 


VOLUME DATA 

Open Merest and Volume daa shown for 
cortraae tr*tod on OOM£X, NYMEX, CRT. 
NYCE, CMC. CSCE aid IPE Crude Oil are 
one day In arrears. Volume & Open Merest 
totals am lor a 8 traded months. 


INDICES 


■ UNLEADED CASOUNE 



StoarFta 

Spot 
Smantfai 
6 months 
1 year 

QoM Catos 
Knjgarato 
Maple Leaf 


New Severefen 


prtroy ot 

US equiv. 


362.40 

59830 


3BBJ3Q 

60130 


387 JO 

603J0 

Jan 

371.15 

804 JO 

Fee 

S prica 

£ equtv. 

tor 

A tv 


ire -177 

re" 

Mn 


Sett toyta Qpaa 

price tonga Mgh low Vd tat 

5281 -068 5175 5230 29,154 5.126 

5330 -036 5435 5120 12773 37,686 

5430 -936 54.60 53J0 1JS2H 12393 

5990 -926 57.15 5970 2,425 13354 

5630 -921 5730 5980 1,230 10(323 
5630 -918 6630 66.75 359 8304 


Minor metals from Mtad adatin 
EutaieBi baa maffist. $ per ta h warehouse, 
iniora rtlwr+Nse stated past week's In bradc- 
em, wham changed). Anttaony- 99 66%. $ 
per tonne, 1340-l.SjO. Btsmutfc mh. 
9aaB46. tom lots 330425 (3.1092^. Cad- 
mtonr mto. ASM. certs a pound. 3030- 
4039 Cobaft MB tee market, trku w an, 
2SJXF23L50: mfci. »3K, 17.70-1840 (1B30- 
1930). Mercury: min. 3939ft, S per 70 ■» 
Hash. 140-159 IfetyMmunt; dfwnmad 
moiytaSc wide, 330-335 (325-330. Seta- 



■ Rautaia (Bases 1BW31 a 1001 

Doc SI Dec 30 month ago 
1752.4 17503 17053 

■ CRB Futures (Baag 1087 = IPO) 

DeeSO Dec 26 month ago 
231.54 23134 

■ QBCt Spat (Bum 1970 -1001 

Deo 30 Deo 29 month ego 
175.73 17940 188 £9 

LME WUBtaDH STOCKS (taM 
AluniMum -875 » 

Atatontam dtay -140 to 

Copper 


y aaw ago 
18883 


ytowasa 

22538 


GoW (per raJt 
Sliver (per troy aft 
Ptathum-(par troy oz.) 
PaflscHum (par troy to.} 

Comer 

Lead (US prod) 

Tin (Kuala Lumpur) 

Tin (New Vcrt^ 

Catd# (Bm weight) 
Swap (Rva weight) 

P*M (8vs iwfieMt 
Lm day sugar (raw) 
Lon. day sugar frrtfl) 
Bartay (Eng. feed) 

Maba (US NoO YaOow) 
Wheat (US Dtrh North) 

Rubber (Decjf 
Rubber Ua,)f 
Rubber (KLRSS Nol) 
Coconut 01 (Phfl)§ 
PBfm O* (Me4ay.fi 
Copra(Phfl)§ 
Say a ba ana (U^ 

Cotton OuUoalrA’ Mm 
Woottops (6*a Super) 


$288.15 -130 

507.006 -295 

$36230 -130 

5204.00 +130 

02.0c 
4530b 
20.61 r 

255.5 +230 

9139p -926* 

65.70P -941* 

TIM +955* 

S297.40 -0.90 

$30230 3.70 

Unq 


ACROSS 

X Calm down excitable old 
Engtiab host (6) 

4 Bin taking line of agree- 
ment (6) 

8 Sweets formate and female 
in 1 down assortment (7) 

9 Hummel's opening with a 
flute arrangement that Is 
detestable (7) 

11 Film-script Presley can 
present in a novel form GO) 

12 Twist Bros, making the 
rounds (4) 

15 Safe in a prison cell? (S) 

14 Condemns light book at the 
end (8) 

16 Groups of musicians carry- 
ing equipment for outlaws 
In the mountains (6) 

18 Moves slowly In the bor- 
ders (5) 

20 Doctor after morning 
rounds? (4) 

81 Tender name, perhaps GO) 

23 AppOTtloajadedngout(7) 

24 Crackpot subordinate to 

Jester CO 

25 Warms the toast ( 6 ) 

26 Go green, perhaps, before 
end of July (6} 


3 Traffic accident can-.be 
touch-and-go (&&3) 

5 Daily, you start by being 
Cautious (5) 

6 Exacting individual turning 
sour {7) 

7 Turns bared, made ready 
far tattoos (8) 

10 Sht fj h ufirtiTig area at which 
Bonnie stood? (9) 

13 Displaced person shortly to 
be admitted to America as 
an HTnhnlainwnan (9J- 

15 Surgery in action? (9). 

17 Drop universally left, in 

■ earth (8) 

19 Stroller after midnight Is. 
one who takes chances (7) ' 

21 Being keen, agree to cBSer 
(5) 

22 Unpleasant name given to 

a corrupt place (S) 

Solution 9,569 


f prfemf untoos otfunaM eaud p pntate. e cmyb 
r tataAD. m HUMtan rana+e. y Jm/Hb. w Jn 


mrrs 

dm 'CtanonreMk.il 


IStosdenGW 


f taton new 


DOWN 

1 Oct is fixed for tiie resigned 
sort (5) 

2 The MB, we hear, duty-free. 
That is eccentric! (7) 


BGjBaiiDQGi anaasn 
n □ a so n □ o 
sacjaanHs anorak 
a s 0 0 s 0 a 
aanaruQBQ sihqobr 
ataasHasn 
□000000000 
aaOR00GB 
BaHaaasDHa 
a □ a q ra s 
□naans 00000000 
□ n 0 □ 0 b 0 

aaanas 000000011 
3 0 o s n rap 
rasmnras □□RiaBnrara 
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FINANCIAL TIMES FRIDAY JANUARY 2 1 99% 


LONDON SHARE SERVICE 


life H -*J I® 


0J2 1.8 215 

5 7.7 


tf-i-ry 


SB? J 


m -u f 

. IBS 13 - *• 


aG 2,903 225 Cffli. 


SSvcOiM 








i 


m 


r — z PjffiOlai 

S3 


- 23 IzjG 
a 46 tM 
11 15 ZOB 
22 5-1 119 


U 5173 2 B 9 
-M nt^.iM . 


U 4 JU.-JS 

■ 1 : 

BJ -851 K 7 . 

V- 

u 35,1 ai 


02 332.4 T 73 ' 

rf ' 

O'. f 1 |M 
- 6912*7 -U 9 , . 

. m- • * \ \ 

- “sli tsj 


sjaariBj 

uvwrjis. 

Z/tkria 

< .t * 

-.ttsiM'ffii 

' i 

-Bims.tti 

trig-ai. 

'/ * 
r,. S t . 

m 

- 3 W 'ui 

Jf. - ’ 

u 1415-43 


.--si. si 

SO 1473 ■ ■1A 



It I3U. B2 
13 1T3B HO 


HOT 


u "S o 


MJ62£.Wj0 

■-ltt.imi 


- im m 

U 1253 172 


Safes!* 


2 17 112 
1 13 114 
- 44 15.4 


95 li IB 
7 51 127 


37 21 215 
- M 149 


m - - 

-96.1 423 


Buy anything on this 
page for only £19.50. 


Join oar Frequent Traders Club and you’ll only pay £19.50* per trade 
and only £16.50* forTouchTone Trading. 


To find out more call 0870 601 8888, quoting ref. FT79 


CharlesSchwab 


Helping Investors Help Themselves 


_ ... rrf •NNk.Al MEIIHIUHir FEE AND FCOH U FFI QT* ADTMNlSTtATiaN FIX ISSUED »» 

chailu schwa* ei'iok which is am twin firm of the London vtocii uchangi and iwi.' an rajw 

“ irtAlOl AND 1ICVLATIO IT till SECVEITItt AND IllUlIi AUTHOIUTT. THE INVESTMENT SEEV1CE5 

AW^Se"S^M« WT Si HTTA.U FOE All EICIFIEVT5. IF TOE- MED ADVICE. TOE HWITD 
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LONDON STOCK EXCHANGE 


Footsie fails to hold on to early 50-point gain 


trsEj^aoviiidcx 




market report 


By Steve Thompson, 

UK Stock. Market Etftor 


Expectations of a late burst of 
heavy futures-related activity 
and the possibility of a series of 
OTC (individually tailored deriv- 
atives) expiries were largely 
unfulfilled as the curtain came 
down on 1997 on Wednesday. 

There was some concentrated 
arbitrage activity just before the 
close, which was brought forward 
bv the Stock Exchange to 
12.20pm, but dealers insisted 
there was nothing untoward 
behind market moves. 

“It was all very orderly, there 


was no bad behaviour," said a 
senior dealer at one of the Euro- 
pean investment banks. "We 
were braced for a fireworks dis- 
play, but it simply didn't hap- 
pen." 

Stock exchange observers kept 
a dose watch on any so-called 
rogue prices on the electronic 
order book trading system to try 
and avoid any repetition of the 
alleged index-rigging that was 
said to have occurred some 
weeks ago. I 

The late flurry of business 
ensured, however, that the FTSE 
100 ended the session only mar- 
ginally higher on balance. 

Earlier- it had raced ahead and 
looked as if it would threaten the 


5,200 level. The market's initial 
strength derived from the latest 
performance from Wall Street 
overnight where the Dow Jones 
Industrial Average jumped 123 
points to recross 7,900, its second 
straight three-figure gain. 

There were no Tokyo or Seoul 
markets to disturb Europe - both 
were closed for holidays - and 
Hong Kong behaved reasonably 
well, finishing only marginally 
easier on the session. 

Dealers said that Wall Street 
and London seemed much more 
relaxed about the situation in 
South Korea where the interna- 
tional banks have agreed to roll 
over short-term bank loans and 
after the early release of £2bn of 


financing arranged by the IMF. 

The FTSE 100 index closed the 
session a net 3-2 ahead at 5.13&5 
having peaked at 5,1822, up 50 
points, just after the opening. 

The underlying strength of the 
market was demonstrated by 
good gains in the second-liners 
and smfllWp StOCfeS. 'Thfi FTSE 
250 rose 192 to 4,787.6 and the 
FTSE SmallCap 5.9 to 2213.3. 

Turnover in the equity market 
was extremely low, only nudging 
over the 200m mark during the 
last 30 minutes to finish at 
216.6m shares. 

Over a year highlighted by the 
heavy baying of UK stocks by US 
investors, plqs a series of demu- 
tualisation s. of former building 


societies, the FTSE ZOO has risen 
X015.3. or 24.6 per cent leaving 
the FTSE 250 and SmallCap 
floundering in its wake. The for- 
mer rose 297.4. or 6.6 per cent 
over the 12 months, slightly out- 
performing the SmallCap which 
added 1293 or 53 per cent The 
FTSE All-Share index gained 
396.71 or 19.7 per cent to finish 
the year at 24H3.66. 

The value and volume of equity 
business conducted on the Lon- 
don Stock Exchange reached 
record levels in 1997. Both UK 
and international equity turn- 
over value set new highs in 1997 
on the London Stock Exchange, 
up 36 and 67 per cent respectively 
to ELOlbn and £L74bn. 
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tncBea* and ratios 


FTSE 100 51353 +&£ 

FTSE 250 4787*6 . +193 

FTSE 350 3489.7 -02 

FTSE AS-Share 2417.00 +326 

FTSE AO-Shara yield - &23 &23 


FT 30 *: ' ■ 328EL8 -3 A 

FTSE Non-fins pifc\ . 2004 ^ 26,02 
FTSEIOOFUt Mar 51800-.. -JOO 
-10yr<3»ytod 037-^,-k28 

Long gSWaqufty yld ratio 1£& ...vjLgg 


Best parfonring s ector s 

1 Extractive bds ^ — +1.0- 

2 Life Assurance , +1.Q 

3 CHher Financial — -*0-0 

4 Electronic & Sec +0-7 

5 Food Produc er s ; — +06 


Worst perionnbis sectors •' 

T Gas ^Distribution ' - '-2.3 

2 Engineering; Vehicles 

3 0& Exploration AProd, 

4 Household Goods ;_i; ~_^-(L5 

5 Lafeun; & Hotels , o.4 


Squeeze 
lifts Royal 
Bank 


By Peter John 


Royal Bank of Scotland, one 
of the stronger blue-chip 
stocks over the past 12 
months and a particularly 
lively stock recently, ended 
1997 with a near 4 per cent 
gun. on the day. 

The best performers in the 


FTSE 100 and FTSE 250 indi- 
ces. Royal Bank improved 29 
to 773p. At that level, it has 
registered a 36 per cent rise 
this year. 

It has been the subject of 
persistent takeover specula- 
tion despite continued insis- 
tence that it wishes to retain 
its independence and despite 
acquiring Birmingham Mid- 
shires Building Society for 
£630m in August. 

And, in November, it pub- 
lished figures which showed 
that all divisions apart from 
the Direct Line Insurance 
arm were steaming ahead. 
This week it has been fea- 


FTSE GOLD MINES INDEX 


% eng % o! 

Dm m* MttCap Quid Gras A WE 52 
31 31/1206 Star nun jfaM % nflo fSgft 


Gold Mott Max (39) 105122 -410 29.17 10000 241 

■ Regional btioss 


Bo Bgft t am 

- 180749 80342 


Alien [IS) 
AuE&ateM (6) 
North America M2) 


1104.51 -48.1 6 74 23.10 6.3S 15.63 233156 821.78 

1156.18 -473 34)6 10 48 112 15.16 2217.00 93163 

104135 -39.3 1SL37 6&42 124 38.75 1780.66 89444 


CcsMtfltf, FTSE hU ma Horati UmUod 1937. Ml rtgtts monad. Hpum ki brackets show 
matter cri cwipnei Baste US Dotes. Bose VsfcJKC inXUH 31/12792. f PWttaL 


F75E 100 INDEX OPTION (UFFE) CS135 ) £10 per tuB Index point 


4850 5000 5DG0 6100 5150 9200 3250 6300 

CPCPCPCPCPCPCPCP 
M Kb 290 2 531.2 IGEfe Aft 133 82*2 104 104*2 77 131 54 163*2 » 202 
Feb 364 114 314*2 127 278^ 1 1 6312213*2153*2183*2206*2 153 233 138 262 

Mar 383 153*2 348 169*231 6*2190*2 288 210 25*2301* 229 251 * 2 1 99*2 278 
tor 432W 193 499 212 368 23112 336 SI 304 271»2 Z73 292*2 246 318*220*2 237 
Just “ 477 253 416 290 352327 299 374 

Cllt 171 Ms 381 

■ EURO STYLE FTSE 100 MDEX OPTION (UFFE) CIO par fifl Index pofcn 


4875 3025 6075 612S 5175 5225 5275 5325 

Ja 224 47 184 57 148 71*2 117 89*2 88 1101 2 84 136 44 106*228*2200*2 

Feb 320*2 114 284*2 1Z7 268 142 217 158*2 187 178*2160*2 201 134*2224*2111 ‘a 251 

Mlf 357 152*238412 169 293 186*z 2B1 204 232 226 212-253*2181*2 272 156*2296*2 

JUB 486 270 415*2302*2 30*2 333 290 37012 

Sept 560 289 50312 368 386*2410*2 

Cate 2.493 Puts 1.040 “ Undartfrg Index vato. Pmaftm stanvi are tend a 1 aMStoment prtcoa. 
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FLEMING FLAGSHIP FUND 


Sootf* d'lnoestmemenl & Capital Variable 
6, route Je Treats, L-2fi33 Smnmgxberg 
Grand Ducki of Luxe mb ourg 
R.C Luxembourg B S4?8 


Notice to Shareholders 


Notice is hereby given that the following dividend will be paid: 


Fund: FFF- Fleming Sterling Bond Fund 
Currency: GBP 
Amoun [/share: 0.05 
Payment daw: 9Januaryl998 


The record date is 31 December 1997. The shares will be quoted 
cx -dividend as from 2 January 1998. 


Principal Paying Agent in Lnmemboing: 

Kredietbank SA Luxembourgeoise, 

43 Boulevard Royal, L-2955 Luxembourg 


BKF-BANR AkdengeseUsch.-ift, 

Bockenh timer LandstraQe 10, D-fi0323 Frank/un/Main 
Paying Agent in Belgium: 

Banquc Dewaay SA, 

Boulevard Arupacn 1 — bie 39. B-IQ00 Bruxelles 
Paying Agent in Italy: 

Bancs Commrrriak- Indiana SpA, 

Corso di Porta Nucra 7, 1-20121 MUaoo 
Paying Agent in Airatria: 
Crediiansialt-Bankverein AkriengeseUschaft, 
Schouengasse 6, A-I010 Wen 
Paying Agent i n Svl Bafand: 

Robert Fleming (SWITZERLAND ) AG. 
Roschibachstruse 22, CH-8037 Zurich 


Paying Agent in Spun: 

Baoca Exterior dc Espana Custodn International 
Via de lets Poblados, E-2801 4 Madrid 


January 1998, THE BOARD OF DIRECTORS 


Flemings 
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Finance 


FT Finance have published three in-depth 
reports to help you exploit technology 
to ^^competitive advantage: 


Strategy and the Role of IT in Insurance 


Customer Information as a Competitive 
Weapon in the Insurance Industry 


Retail Insurance on the Internet 


Each report is priced at £420. 

To order your copy today contact 
Rachel Mason, quoting reference 18450Y: 


Tel: 0171 896 2290 
Fax: 0171 896 2319 


FT Finance, Maple House 
149 Tottenham Court Road, 
London, WIP9LL 


Adivison of Pearson Professional Limited 
Information you provide to us will be used to keep you informed of 
FT and Pearson Professional products and may be used by other 
selected companies for marketing purposes, 

Registered No. 2970324 (England & Woles) 


tured among the broker tips 
for 1998. 

However, on Wednesday, 
gains largely reflected a 
squeeze in the market. And 
Royal’s performance pales in 
comparison wtth its Caledo- 
nian rival. Bank of Scotland, 
which had seen an annual 
jump of 85 per cent by the 
start of trading. 

The year’s two top per- 
formers are Amvescap - up 
95.3 per cent - and Nycamed 
Amersham - up 95 per cent. 

Bottom of the pile is BTR, 
which has fallen 35 per cent 
Struggling to turn itself from 
an unloved conglomerate 
into a pure engineering busi- 
ness, BTR issued at the 
be ginning of December its 
fifth profits wanting in just 
over three years. On 
Wednesday, the shares were 
flat at 184p with turnover 
heavy at 7.8m shares. 

The harsh climate in the 
textiles industry was under- 
lined yet again as Coats 


Vlyella, the sector leader, 
stood out as the worst 
performer In the FTSE 250. 

The sUde of l‘A to 91 %p 
marks a further notch down 
in a decline that has taken 
the stock 40 per cent lower 
this year and alm ost 70 per 
cent since the peak in 1993. 

However, there were signs 
that some big investment 
institutions are about to give 
the company a chance. 
PDFM, which Is generally 
considered an aggressive 
stock picker in spite of its 
overall bearish market view 
of the market, announced on 
Wednesday it had bought 5m 
shares, or just under one per 
cent of the equity. 

The purchase takes the 
fund manager’s stake up to 
16.4 per cent. 

Elsewhere in the sector, 
Dawson International was 
restrained at 67%p as a note 
of caution from Wise Speke, 
the north of England broker, 
percolated through the sys- 


FUTURES AND OPTIONS . 

■ FTSE 1QO INDEX FUTURES (UFFE) E2S par tut indax point (APT) 

Open Sea price Change High Low EsL vol Open int 
Mv 5232.0 5183.0 -10.0 5242.0 5175.0 2450 58081 

Jun 5242.0 -100 0 25 

■ Free 2S0 t«D6X FUTUReS (UFFE) CIO per Mi Index point 

Mar 48750 4874.0 *44.0 487S.Q 4874.0 68 6400 


FT 30 BID EX 

Pec 31 Dec 30 Dec 29 Dec 24 Dec 23 Yr SQo ~Hit^ low 

FT 30 3289.3 3292.7 327&0 3225J 3241.8 2781 .l" 34303 2668S 

Onl dh. yWd 3.42 3X2 3/43 149 3X8 4.14 4J22 3£9 

PTE ratio net 21.10 2123 21.15 20.79 20.94 17.19 22S3 15.80 

P/E ratio m 2090 2094 2056 2051 20.65 17.02 2202 15.71 

FT so «a e o mtetec M* 3430J 1 a/l (VST. In 4SX a&OBMft Bax Date was. 

FT 30 hourly cha nge * 

Open 9 10 11 12 13 14 15 16 High Low 

32934 3314.1 3309-9 3309.6 3308.7 3291.2 3280a 32803 32893 3317.1 3288a 

Dec 31 Dec 30 Dec 29 pec 24 Dec 23 Vr ago 

SEAQ boraains 20264 35.021 29599 14.643 36.996 27X10 


■ leedeo m a rfcnt data 

FOses and faftar 52 Week Mghs and lew*! UH=H Equity options 

Total Rises 1,182 Total Kghs 115 Total oontracts 4,904 

Toed Falls 933 Total Lows 32 Coils 3.207 

Same 1^ 85 I PW» 1.997 

Dec 31 *Data beaed on Equity shares listed on tlis London Shore Swtoa. 
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Financial Publishing 

Providing essential information and objective 
analysis for tile global financial industry 


The FT 

Fraud Report 


♦ Money laundering ♦ IT and comfjuter fraud 

♦ VAT and customs fraud ♦ Accounting fraud 


♦ International commercial crime 


♦ Financial Services fraud 


Tax fraud and corporate issues 


+ Derivatives and securities 


Fraud and the media + Banking fraud 


♦ Fraud investigations ♦ Fraud case reporting 

♦ Procurement fraud ♦ Offshore financial fraud 


The FT Fraud Report will help you to 
meet your responsibilities in deeding 
and preventing fraud. 


Subscribe now. 

fen issues a year. £350 (UK) £380/US$570 (ROW) 


Call +44 (0)171 896 2314 
or fax +44(0) 171 8962274 
far a free sample copy. 

Or order ifirect from: 

FT financial Publishing, Maple House, 

149 Tottenham Court Road tondon W1P 9U* UK. 


tern. Speke said that while 
the interim figures showed 
progress was being achieved 
much of the “hoped for 
financial kudos" was under- 
mined by currency shifts. 

Sector consolidation hopes 
spurred Prudential Carp, 
12% higher at 734. 

Completion of a £200m dis- 
posal helped 1C1 firm a 
penny to 951p. The chemi- 
cals group is selling its UK 
fertiliser business to Terra 
Industries of the US. ICI 
expects to make an excep- 
tional gain of £140m from 
the sale. 


Logics were wanted and 
advanced 2714 to £IX57V4 as 
buyers looked forward to the 
launch of the new LSE IT 
index. 

George Wimpev moved . 
ahead 3% to 106 fallowing 
press comment that .. Che 
shares are too cheap. 

Recently firm Danka Busi- 
ness succumbed to profit- 
takisg and the shares, which 
have falls* 55.6 per cent over 
the past year, eased to 235. 

Persimmon edged 2 lower 
to 188V4p in reaction .to 
“avoid” advice in the press 
while worries about Christ- 


mas sales continued to 
unsettle Alm-qaoted La 
S enza, 3 down at 17. 

Tradepoint dropped 10 to 
51%p in the absence of sup- 
port. while Culver Holdings, 
newly demerged from Wyn- 
de fram Motor Group, started 
life at 32p and closed at 
35V>p. Longmead, placed at 
lS5p, scored a preminm of 
7% at 14214 in first-time deal- 
ings. 

'Reed International lif t ed 4 
to 610p ahead of an announ- 
cement it is to sell its IPC 
ma garines unit to H. Bauer 
Publishing of Germany. 


BA celebrates 


SEAQ bmtnira 23^64 35.021 29589 14.643 38,996 27X10 

Equity turnover (£m)t • - NA 918.7 1166.4 1441 J 518.1 

Equity baiaabwt - NA 24,767 15.912 32,491 15,110 

Shtnrn traded (mbr - NA 380.B 359.7 451 il 219S 

tEntetog imnunariort ana overaea tamwr bm Indkdlng Great niiw. 

O FTSE HBfTVdtanri Unted 1307. AI rigltt Mamed, fir 1007. 


British Airways celebrated 
the company’s victory in the 
anti-trust fight with US Air- 
ways with a rise of 4 to 5GQp. 

Profit-taking was said to 
be behind weakness in GKN 
which is baying Armstrong 
Wheel & Rim Manufacturing 
of the US for £3L3m. The 
shares fell 26 to £12.47. 

Seasonal influences sup- 
ported Signet, firmer . at 
28ttp. Bid speculation lifted 
Southern Electric 12 in early 
trading but the late sell-os' 
in the market saw the stock 
end a net 7 Iowa- at 513p. 

Provident Financial 
climbed 20V4 to 797p in 
belated response to a press 
tip for 1998. 
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FTSE Actuaries Share indices 

PcodLX.ad in ocrcjnciio' w.h ,112 Faculiv arc Irsiiurte of Actualist 


! he UK Series 


Year Gras Net Net P/E Xd a$. Total 

Dec 30 Dec 29 ago pnhfif. ywd% coeer rrtki ytd Hettm 


FTSE 100 
FTSE 250 
FTSE 250 0* IT 
FTSE 350 
FTSE 350 ox IT 
FTSE 950 WgherYWd 
FTSE 360 Umr YWd 
FTSESnaKap 
FTSE StnaflCep ox IT 
FTSE AO-SIwa 
FTSEAOStarawir 

■ FTSE Actuaries 
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5135.5 *ai 51328 

47878 tOX 4768.1 

4871X +0.4 40Q28 

2468.7 +0.1 20655 

2473X +0.1 2470.4 

24648 +02 24805 

24098 +ai 24878 

231125 +08 230780 

231189 +02 230880 

2411.00 +0.1 2407.74 

241882 +ai 241384 

Industry Sectors 

Doyle 

Dec 31 dip9% Dec 30 
4501.78 -0.1 450666 447189 

3024X2 +18 2995.11 293892 

495126 -0L2 498183 4933.12 
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t Sector P/E ratka greater than 80 and net covers greater then 30 are not shown, 
t Values are negative. DetoSoo: Inf I Tod & Supply (FTSE Hedg8ngt Insert: 
Wyndhran Mater (FTSE Pledging}. 
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U-S-$350,000,000 

■ SufaOTdiiMtHd Floating Rate Notes Doe November 87,2085 
Notrca is hereby given fhot the Rota of Merest hen been fared at 
6.0375% in reaped of the Original Notes aid 6. 125% in nsspedaftfc 
Enhancement Sfofcs, and Ihcrf tiro interest payable on the rekvant Intend 
Payment Dcte January 30, 1 998 ogdrist Coupon No. 146 in rasped of 
US$10,000 nominal of Notes wifi be USS50J31 in resped of lhe 
Original Notes aid US$51 .04 n respect ef tha Enhencanert Notes. 


uj&$5oa,ooo,ooo 

SnbordmatedfloGiizigRate Notes Due Octobo>2S, 2006 
Notice is hereby given that the Rate of Interest has been fixad at 
4.0375% and that the interest payable on the relevant interest 
Payrrtonf Dale January 30, 1998 against Coupon No. 147 in respect 
of US$10,000 nominal of the Md*q wS be USJ5Q.31 . 
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Advertising 


appears in the UK edition 
every Monday, Wednesday 
& Thursday and in the 
International ecOtfon 
every Friday. 


For further information - 
please contact: 
Toby FtadefiOrofts 
+44 0171 873 4027 
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Notice of Interest Rato 
To Holden of 


RepubHca 
Federatira do Brasil 


Series A-L 3DU Bond! 
Due 2001 


Notiee Is hereby riwa tint 
the Bonds vrfll bear iritercat 
at 6.875 yet cent 
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Late sell-off 
leaves Dow 


Bulls may keep the bears at 

Philip Coggan looks back on a turbulent year 



1998 


slightly lower 


AMERICAS 


A late afternoon sell-off for 
US shares left the Dow Jones 
Industrial Average slightly 
lower at the close on 
Wednesday, writes John 
tabate in New York, 

Although the Dow was 
slightly higher throughout 
most of the session, it ended 
down 7.72 to 7,908.25. The 
broader Standard & Poor's 
300 index was less than one 
point off at 970.43. 

“We had light volume 
today, which is what you 
would expect after two big 
days." said A. Marshall Acuff 
of Smith Barney. 

On Monday and Tuesday 
the Dow rose a total of 238.6 
points to help lift the Dow 
by 22.6 per cent over the 
year as a whole. The S&P 500 
gained 31 per cent in 1997. 

Investors on Wednesday, 
though, paid most attention 
to the technology and small 
company sectors. The Nas- 
daq composite index ended 
the session with a gain of 
5.32 to close at 1,570.35, while 
the Russell 2000 index of 
small -cap stocks rose 3.01 or 
0.7 per cent to 437.02. 

“It's the January effect," 
said Dan Mathisson, bead 
stock trader at D.E. Shaw 
Securities. “ January is the 
best month for stocks in gen- 
eral. and small-cap stocks 
tend to outperform big caps 
by a decent amount" 

In the transport sector, air- 
line stocks were strong. US 
Airways surged 4.6 per cent 
or $2** to £62% after the com- 
pany announced it would 
expand its shuttle 
operations. AMR gained S2g 
to $128*4. 

It was a mixed day for 


internet stocks. Netscape 
plunged more titan B per 
cent to $24% after a Morgan 
Stanley analyst said there 
was a 60 per cent chance the 
company would fall short of 
quarterly estimates. But 
internet trading company 
Ameri trade rase $1& to $29%. 

Bond prices rose in thin 
trading on Wednesday. By 
late afternoon, the 30-year 
Treasury bond was 3 higher 
at 1Q2|1, sending the yield 
down to 5.920 per cent. 

TORONTO saw the 300 
composite index end with a 
gain of 8.23 to 6,699.44 on 
Wednesday. Dealers said the 
tone had been mostly posi- 
tive in spite of the lack of 
turnover. 

Eight of the 14 subsectors 
of the composite index rose. 
JFL Energy gained 30 cents 
to C$65.40 and TransCanada 
Pipelines 50 cents to C$3190 
to extend the gains by the 
pipeline sector on the year to 
43. 5 per ce nt. 

MEXICO CITY overcame a 
setback for market heavy- 
weight Telmex to end 
Wednesday with a rise of 
22.91 at 5,229.35 on the IPC 
index. Telmex gave up 5 cen- 
tavos at 22.75 pesos. Con- 
glomerate Alfa gained 20 
centavos to 54.70. 

SANTIAGO ended a short- 
ened trading session with 
the IPSA index off 0.28 at 
112.90. Dealers said that vol- 
ume was very low, with 
Asian concerns continuing 
to overshadow investor 
thinking . 

CARACAS pushed higher 
for the fourth day running. 
The IBC index gained 143.26 
or L7 per cent to 8,650 in 
what dealers described as 
relatively active trade. 


Profit-taking hits golds 


Shares in Johannesburg 
made modest overall gains, 
although golds continued to 
suffer some profit-taking 
after the recent strong rally. 

The all share index ended 
33.0 lower at 6,202.3 in rela- 
tively modest volume. 

Industrials pot on 41.3 at 


7,425.7 but goids stayed 
duIL The golds index, which 
touched 789.7 at one stage, 
clawed back initial heavy 
losses to end 3.3 lower at 
802L2. 

Vaal Reefs reached down 
to R190 before closing all 
square at R195. 


S tock markets, wfth one 
glaring regional excep- 
tion, defied the bears 
daring 1997. Steady growth 
and low inflation, which 
buoyed share prices in 1995 
and 1996; continued to work 
their magic. 

At the start of the year, 
many analysts were con- 
cerned about the overvalu- 
ation of Wall Street, and the 
danger of rising interest 
rates. Bat the US became 
one of the best performing 
markets after the Federal 
Reserve made only one mod- 
est tightening of monetary 
policy, and corporate earn- 
ings continued to rise. 

Switzerland, the year's sec- 
ond best performing FT/S&P 
World Index constituent in 
dollar terms, was also 
thought to be vulnerable to 
profit-taking after a very 
good ran. Instead, restruct- 
uring, currency benefits and 
the UBS/SBC merger gave 
equities another good year. 

Europe, in general, was a 
strong performer thanks to 
low interest rates, prospects 
for economic recovery and 
Signs that H tfmagPinBnt was 
paying greater attention to 
shareholders’ interests. 

For the biggest profits, 
however, one had to turn to 
smaller, more volatile mar- 
kets, with Russia, Oman and 
Turkey tending the way. But 
most private investors will 
not have ventured into such 
high-risk areas and most 
institutional, investors, if 
invoLved at all, will only 
have committed a tiny por- 
tion of their portfolios. 

Where many institutional 
investors were committed, 
much to their regret, was 
Asia. The worst seven per- 
forming markets in dollar 
terms were all from that con- 
tinent and the losses for 
overseas investors In five 
Asian countries - the Philip- 
pines, Indonesia, Malaysia, 
Korea and Thailand - were 
on a par with those of the 
crash of 1929. (Korea does 
not appear in our table 
because it is not an FT/S&P 
World Index constituent). 

Prospects for recovery will 
be an issue facing investors 
as they make asset alloca- 
tions for 1998. "Some of the 
Asian markets which went 
early into the crisis may see 
the turning point in the first 
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half of 1998," says Joe Roo- 
ney, global strategist at Leh- 
man Brothers. 

"Fundamental changes are 
talcing place in economies 
like Thailand. Once we see 
some stability, short rates 
can come down and the mar- 
kets will benefit But Korea 
is only two months into the 
crisis and the turning point 
is much further away." 

“The situation in Asia is 
bad and there is still some 
more bad news to come," 
says Jonathan Francis, head 
of global strategy at Putnam 
Investment Management. 
"But the markets have dis- 
counted a good portion, if 
not aD. of the bad news, If 
there is a surprise in stock 
markets this year, it could 
be that Aslan equities will 
do better than expected." 

A more gloomy view is 
taken by Peter Chambers, 
chief investment strategist 
at HSBC James CapeL "Asia 
is in more than a cyclical 
crisis, it Is experiencing a 
secular bear market and 
there will be several hurdles 
to be jumped before the 
Asian markets can recover 
on a sustained basis." 

He thinks they will decline 
in the face of gamings down- 
grades in the first quarter of 
the year. As countries return 
to current account surplus. 


Milan reaches new high for year 


EUROPE 


European bourses open on 
Wednesday traded quietly in 
seasonally low volume. . 

MILAN notched up a new 
high for the year while 
PARIS was enlivened in the 
final part of the day by 
derivatives expiries. 

Trading volume in Paris 
stood at little more than 5m 
shares at noon, but ended at 
li.7m after a relatively busy 
final two hours' trading as 
the December options and 
futures expired. 

The CAC-io index rose 
23.44 to 2,998.91 to end the 
year within sight of its Octo- 
ber peak of 3,094.01. 

Peugeot was the day’s top 
performer, adding FFr37 or 
5.1 per cent to FFr759. R6my 
Cointreau stayed a firm mar- 
ket in spite of a denial that it 
was in “talks” with Pemod- 
Ricard. The shares added 
FFr6.10 or 5.7 per cent to 
FFr112.3. 

MILAN closed with the 
real-time Mibtel index gain- 
ing 73 to a closing high of 
16.806 after touching 16.846 
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ing up Pta235 or 5.1 per cent 
at Pta4,350 in 8.2m shares 
traded. 
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at one stage. Montedison 
rose L38 or 25 per cent to 
L1.589. 

Banks mostly stood ont 
against the better tone. Cre- 
dito Italiano came off L75 at 
L5.455, Instituto Mobiliare 
L192 at L21.000 and San 
P aolo l ost L50 to L16JKKL 

ZURICH ended slightly 
lower with the SMI index 
dipping 2.10 at 6^66^0. Vol- 
ume fell back to roughly half 
that of Tuesday. Roche was 


the most active heavy- 
weight gaining SFrl05 to 

SFrl4JS05. 

SGS Surveillance jumped 
SFr35 to SFi2,800 as inves- 
tors continued to respond to 
news of another share buy- 
back. 

MADRID eased an futures- 
related selling and the gen- 
eral index came off 5.21 at 
63255. 

Telefonica took the brunt 
of the fixtures activity, g iv- 


■ Asian’ markets were 
equally subdued, although 
the broad trend was 
upwards. 

HONG KONG was a nota- 
ble exception, -running into 
futures-related selling and 
ending with the Hang Seng 
index 32.45 lower at 10,722.76. 

BANGKOK turned in one 
of the region's stronger per- 
formances with the SET 
index gaining 6.87 or 15 per 
cent at 372.69. 

Thai Farmers Bank 
advanced Bt2 to Bt60 in the 
day’s heaviest volume. 

SYDNEY ended at a nine- 
week high with the All Ordi- 
naries index improving 15.1 
at 2,6165. ANZ Bank gained 
32 cents to A$10.13. 

Among the sprinkling of 
stock markets open yester- 
day, BOMBAY added 36.58 or 
1 per cent to 3.69556. 

KARACHI ended 7.51 
lower at 1,746.31 having 
touched a session low of 
1,734.77. 
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markets will rally sharply, 
only for "bankruptcies, poor 
earnings numbers, an 
increase in the supply of 
equities and the continued 
insolvency of the banking 
system" to erode confidence 
in the second half. 

Analysts remain hesitant 
about calling the bottom of 
the Tokyo market, which 
has regularly disappointed 
bulls over recent years. 

"Until the government 
comes up with a package 
which addresses the econo- 
my’s structural problems, it 
is difficult to see the market 
making headway." says Leh- 
man's Rooney. "However, 
the downside is probably 
limited." 

Michael Hughes. Barclays 
group economic adviser, 
points out 40 per cent of the 
Nikkei’s constituents are 
priced at a discount to their 
net current asset value. But 
he still thinks Tokyo is a 
trading market rather than a 
growth market and believes 
the Nikkei will trade in a 
15.000-25.000 range for the 
rest of the decade. 

The scale of Wall Street’s 
rise induces an inevitable 
amount of caution, in fore- 
casts for the US market. Put- 
nam's Francis says: “There’s 
been a dramatic perfor- 
mance by the equity market 


over the past three years 
and, statistically, you’re 
unlikely to see a replay. We 
expect a downturn of about 5 
per cent. With economic 
growth healthy, we expect 
the upward drift in labour 
costs to continue and this, 
with a firm dollar, will put 
pressure on profit margins." 

Barclays' Hughes says "re- 
rating of the equity market 
is complete but repricing of 
the economy, via the dollar, 
has only just started. That 


makes os bigger bulls of US 
bonds than of equities." 

Joe Rooney is more qpti-- 
mistia "We retrain positive 
on the outlook for the US, 
with the S&P 500 index 
readzing 1400 by the end of 
the year. As the economy 
slows, that will open the way 
for cuts in short-term inter- 
est rates and allow for bond 
yields to continue to decline. 
The yield on the 10-year 
issue could.be down to 5 per 
cent by the year-end. This 
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. . • European ma r k ets attract 
’ a lair anwuht of support 7 
HSBC’s Chaajfters" sasst 
“Europe is our pre&rfoi 
region because lL-is the only 
area where economic growth 
and corporate earnings are 
expected to be upgraded.” 

Jonathan Francis. says 

inflatian^coacerna 

and there -wffl noi. be nhu& 
tightening , th monetary ■ pol- 
icy. "That sfaoulCbe support- 
ive - of equity iprices. ^as 
should tbie approachofEmu, 
which wSHi encourage firms 
to cut costs and indulge in 
mergers and acquisitions. 7 

Bat Rooney argues that 
. “much of amtinental'Eurtqje 
. locks expensive to us. Equi- 
ties will have less support 
from the bond markets than 
in the US and we expeet to 
see downward revisions . to 
earnings, expectations:" . 

If there is an element of 
consensus amemgetrstegists, 
it seems to be itfFiatin 
America. The region is. Leh- 
man's biggest overweight 
position with Rooney saying ' 
“economic fundamenteds are 
not only good, but continue 
to Improve" Francis' mys 
Latin American -markets 
“should do quite well .pro- 
vided they can decouple 
from Wall Street".- ■ - 

The region looks as if it 
has finally been forgiven for - 
the Mexican crisis! after 
ail, investors have roen 
worse tirfrip ; tn Asia. . V' 
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